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I. BACKGROUND AND PROGRAM DESIGN OBJECTIVES 

As the health, safety, and economic impacts of the Covid-19 crisis become increasingly clear, the 
need to universally adopt programs and policies that enhance the affordability of necessary utility 
service is also highlighted.  To win approval of programs and policies to enhance secure access to 
home energy services, advocates must “make the case” for program need and present a data-driven 
proposal outlining program design parameters.  National Consumer Law Center has developed 
customizable templates to aid advocates and consumers in developing proposals for the 
implementation of comprehensive electric service bill payment assistance and arrearage 
management programs.  While this resource applies directly to electric utility service, many of the 
design and implementation principles are also applicable to natural gas and water service. 

Reliable electricity service is a necessity of life.  Without electricity, residents cannot effectively 
participate in present-day society or be secure from threats to their health and safety.  Looking 
forward, as technological, economic and regulatory changes usher in a transition to increased 
electrification in the transportation and building sectors, the importance of secure, uninterrupted 
access to electricity service is heightened.  All customers, including those with low incomes, need 
access to reliable and secure sources of electricity.  To help ensure home energy security for low-
income residents, what is needed is an electricity affordability program that:  

 Serves all residential electricity customers eligible to participate in the Low Income 
Home Energy Assistance Program (“LIHEAP”); 

 Lowers program participants’ electricity burdens to an affordable level;  

 Promotes regular, timely payment of electric bills by program participants; 

 Comprehensively addresses payment problems associated with program participants’ 
current and past-due bills; 

 Is funded through a mechanism that is reliable while providing sufficient resources to 
meet policy objectives over an extended timeframe; and 

 Is administered efficiently and effectively. 

Following is a discussion of each of these program design objectives. 

 

Program eligibility guidelines, participation, and enrollment 

Income eligibility for participation in an electricity affordability program should be capped at no less 
than state-specific LIHEAP income-eligibility guideline.  All households receiving or eligible for 
benefits through the federal LIHEAP should be automatically enrolled in an electric affordability 
program.  In the event that the electricity affordability program’s participation level does not exceed 
any enrollment ceiling that may be established, consenting households receiving benefits from other 
means-tested benefit programs (e.g., SNAP, Medicaid) should also be automatically enrolled in the 
electricity affordability program. 
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Program benefits 

Affordability program participants should receive benefits in the form of discounted electric rates or 
fixed credits on their electric bills.  The goal of a comprehensive affordability program should be to 
substantially lower the electricity burden1 of participants.  To meet this objective, one of the following 
should be funded and implemented:  

 Percentage discount of at least 30%; 

 Percentage of income payment plan (“PIPP”) lowering all participants’ electricity bill 
payments to 6% or less of household income; or             

 Tiered discount setting payments at a targeted electricity burden level of 6% or less.       

These program types, currently offered in many states around the country, are described in greater 
detail below.  Templates to determine program costs and non-participant bill impacts are  
also provided. 
 

Incorporation of arrearage management into an affordable current  
bill program 

To sustain participants’ bill affordability and home energy security, program design must be 
comprehensive in its approach to dealing with both participants’ current bills and arrearage balances.  
A program that is intended to promote regular, timely payments by reducing electricity burdens to an 
affordable level is rendered less effective by a requirement that participants pay off an arrearage in 
addition to the affordable current bill.  Requiring the simultaneous payment of pre-existing arrears 
and the discounted electric bill therefore runs counter to the policy objectives of promoting affordable, 
regular, timely payments by program participants.  

There are two basic models of low-income utility arrearage management that have been 
implemented in the United States.  One entails the write-down of customer arrears over time after a 
series of timely payments on current bills.  The other model entails the retirement of arrearage 
balances in full on a one-time basis.  The one-time “forgiveness” model is administratively 
straightforward but entails a large initial outlay of program cash resources. Write-downs over a period 
of 12 months may provide customers with an enhanced incentive to keep up with current bills (as 
long as they are affordable), while placing less strain on program cash flow.  The most prevalent 
model provides low-income rate participants with opportunities to retire one-twelfth (1/12) of a pre-
program overdue balance with each timely payment of a current bill. 

 

Program funding 

Funding for an electricity affordability program needs to be sufficient and reliable.  Program funding 
should be sufficient to provide meaningful energy burden reduction and energy security for LIHEAP-
eligible electricity customers.  In addition, program administration costs of 5% to 7% of program 
benefits to the total program cost estimate are required.   

                                                
1
 The term “electricity burden” refers to the proportion of household income that is devoted to paying for 

residential electricity service.  The terms “energy burden” and “home energy burden” refer to the proportion of 
income devoted to all home energy services. 
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A sustainable electricity affordability program with set benefit levels and participation rates also 
requires funding that is predictable and reliable.  A uniform volumetric charge – approved prior to 
program implementation – is the optimal funding source for an effective program.   

 

Program administration 

Electricity affordability program design should foster efficient, streamline administrative procedures.  
With limited program resources available, funds should be devoted to participant benefits rather than 
administrative costs to the greatest extent feasible.  Minimizing administrative costs while delivering 
an effective electricity affordability program requires that certain agencies, organizations and 
individuals work together cooperatively and efficiently.  Administrative structures and procedures that 
apply to the state’s LIHEAP may be “piggybacked” onto any new electricity affordability program to 
create administrative efficiencies.   

Community Action Agencies, with sufficient support from program administrative funds, are ideally 
suited to conduct program intake and outreach functions.  The agencies that certify LIHEAP eligibility 
could simultaneously certify low-income rate and arrearage management eligibility using the same 
procedures that currently apply to LIHEAP.   

Utilities would be responsible for collecting program-related charges, and assigning qualified 
customers to a tariffed, low-income rate.  Utilities would further be responsible for tracking arrearage 
write-downs for each participating customer, and for regular reporting of program activities and 
financial transactions.  All program costs, including bill credits or discounts, approved startup and 
ongoing administrative expenses, and approved arrearage retirement amounts should be recoverable 
through volumetric charges, as described above. 

Affordability rate applicants would provide the documentation required for certification on an annual 
basis.  In addition, program applicants should be referred to all appropriate energy efficiency services 
that may be available. 

 

Utility system costs of program implementation 

Most prospective low-income assistance program costs may be readily identified and quantified.  
Projecting the cost of implementing the affordability program requires multiplying the projected 
number of program participants by the sum of the value of the monthly discount (or revenue loss) per 
customer and the average arrearage per customer that is retired.  Program administration costs must 
then be added to the value of discounts and retired arrearages to obtain an estimate of total  
program costs.   
 

Utility system, societal, and customer benefits 

Quantifying the entire range of program benefits, including those associated with utility uncollectible 
accounts, presents a greater analytical challenge than quantifying costs.  Nonetheless, quantification 
challenges should not lead to the conclusion that benefits simply do not exist.  Rather, they suggest 
that decisions regarding the adoption and implementation of low-income payment assistance 
programs should not hinge entirely on the results of overly simplified cost-benefit analyses. 
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Effective bill payment assistance programming may reduce uncollectible account write-offs.  Precise 
quantification of the bad debt mitigation impact of a low-income payment assistance program 
presents a considerable analytical challenge, particularly on a prospective basis. The extent to which 
this objective may be achieved is contingent on a number of existing conditions and key program 
design/implementation elements, including the following:  

A company’s existing bad debt profile and the extent to which uncollectible account write-offs are 
currently concentrated among low-income customers; 

 Income and expense circumstances of the program participants;  

 Program benefit levels and reduction of participants’ utility burden (i.e., reduction of the 
proportion of a participant’s income that is devoted to utility bills); 

 Outreach and targeting of “payment troubled” customers and prospective  
program participants; 

 The extent to which the program comprehensively incorporates reduction of current bills 
with means of effectively managing pre-program arrears; and 

 Contact and follow-up with program participants. 

Comprehensive bill affordability program costs are generally limited to non-participants within the 
utility system.  However, program benefits accrue to participants (enhanced “home energy security,” 
health and safety, housing security, and more), and society more broadly (reduced public health 
expenditures, reduced need for other transfer payments, and more).  These benefits are more difficult 
to quantify than program costs but must nonetheless be factored into decisions regarding adoption of 
new programs. 

 

Straight percentage discounts 

A straight discount entails reducing the total utility bill by a specified percentage or dollar amount.  
Under this model, the discount may be achieved through a set customer charge reduction and/or a 
usage charge reduction.  The states of California and Massachusetts have adopted straight discount 
rates that are available to utility customers who participate in LIHEAP. The straight discount model 
reduces the energy burden of participants at a relatively low administrative cost. However, this model 
does not differentiate the benefit level within the broad participant group. The benefit level is the 
same for a household living at 50% of the federal poverty level as it is for a household living at the 
upper limit of the income eligibility guideline.   

 

Percentage of income payment plan (PIPP) 

A PIPP entails participating customers paying a predetermined, "affordable" percentage of income for 
natural gas or electric service.  PIPPs therefore target benefit levels to a household’s particular 
income circumstances based on predetermined affordability goals.  However, since separate billing 
and payment arrangements must be developed for each participating customer, PIPPs generally 
entail a somewhat higher level of administrative complexity than straight discount rates.  The 
Colorado Public Utilities Commission recently approved a PIPP for Excel Energy customers.  Illinois 
investor-owned utilities have also implemented a PIPP.  In addition, the program model has been 
operative for many years in Ohio, Pennsylvania, New Jersey and Maine.   
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Tiered discount 

A tiered discount represents a hybrid of design elements of straight discount and PIPP models.  In a 
tiered discount, the level of the discount depends on the customer’s income or poverty level.  Like a 
PIPP, the tiered discount is designed to reduce a customer’s bill to an affordable level, and 
households in the lower income or poverty tiers receive a steeper discount than those in higher tiers.  
Thus, benefits are targeted according to a household’s income circumstances, but the individual 
payment arrangements and billing typified by a PIPP are not required.  A tiered discount entails 
somewhat higher administrative cost than a straight discount, but considerably less than a PIPP.  
Tiered discount programs currently operate in New Hampshire and Indiana. 

 

II. PROGRAM DESIGN TEMPLATE 

Following is a series of tables and charts illustrating the benefits and costs associated with 
implementing a comprehensive affordability program, including reduced current bills and 
management of “preprogram” arrears. The tables and charts draw on data pertaining to Arizona 
Public Service Company and are presented as an example of template capabilities and outputs. The 
materials may readily be customized by altering a number of key, utility-specific variables, including 
number of program participants, average arrearage, billing and expenditure levels, target electricity 
discount percentage or burden level, and anticipated administrative cost.  Inputs related to customer 
usage, expenditures and revenues are often available through public documents filed by utilities with 
the Federal Energy Regulatory Commission and the Energy Information Administration. Income and 
poverty information needed for new proposals is also publicly available. 

National Consumer Law Center is prepared to work with state-level advocates, policymakers, 
regulators and others to modify these tables and charts according to local or state circumstances, in 
support of proposals for new or enhanced programming. 
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INCOME TABLES 

The tables below draw on publicly available data and are used by advocates to illustrate program 
need and as program design inputs.  

 

Table 1: FY 2020 POVERTY GUIDELINES FOR THE 48 CONTIGUOUS STATES AND 
THE DISTRICT OF COLUMBIA 

 

Ratio of Income to Poverty 

Household Size 50% 75% 100% 125% 150% 

1 $6,380  $9,570  $12,760  $15,950 $19,140 

2 $8,620  $12,930  $17,240  $21,550 $25,860 

3 $10,860  $16,290  $21,720  $27,150 $32,580 

4 $13,100  $19,650  $26,200  $32,750 $39,300 

5 $15,340  $23,010  $30,680  $38,350 $46,020 

6 $17,580  $26,370  $35,160  $43,950 $52,740 

7 $19,820  $29,730  $39,640  $49,550 $59,460 

8 $22,060  $33,090  $44,120  $55,150 $66,180 

 

  Source: U.S. Department of Health and Human Services 
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Table 2: FY 2020 AZ STATE MEDIAN INCOME 

 

Household Size 60% 80% 100% 

1 $23,516.48 $31,355.31 $39,194.13 

2 $30,752.32 $41,003.09 $51,253.87 

3 $37,988.16 $50,650.88 $63,313.60 

4 $45,224.00 $60,298.67 $75,373.33 

5 $52,459.84 $69,946.45 $87,433.07 

6 $59,695.68 $79,594.24 $99,492.80 

7 $61,052.40 $81,403.20 $101,754.00 

8 $62,409.12 $83,212.16 $104,015.20 

9 $63,765.84 $85,021.12 $106,276.40 

10 $65,122.56 $86,830.08 $108,537.60 

11 $66,479.28 $88,639.04 $110,798.80 

12 $67,836.00 $90,448.00 $113,060.00 

 

Source: U.S. Department of Health and Human Services  

 

Table 3: AZ Minimum Wage 

 

Hourly  $12.00 

Annual (40 hours/week x 52 weeks)  $24,960 

 

Source: U.S. Department of Labor  
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PROGAM DESIGN WORKSHEETS 

The tables below reflect design parameters of 3 program types: a 30% straight discount, a tiered 
discount, and a percentage of income payment plan.  Each of the program design worksheets 
incorporate and arrearage management component.  As noted previously, template inputs may 
readily be adjusted to reflect a broad range of customer participation, program benefit, average 
arrearage, and program administrative cost scenarios. 

 

Table 4: APS Straight Discount Worksheet 

 

% Discount 30% Average 

Pre-

program 

Arrearage 

$200 #Participants 20,000 

Program Benefits 

Number of 

Participants 

Undiscounted 

Annual Bill 

(FF1) 

Discounted 

Annual Bill 

Value of 

Discount 

per 

Customer 

Average 

Arrearage per 

Customer 

Total 

Benefits 

per 

participant 

20,000  $1,680   $1,175.81   $504   $200   $704  

 

Annual 

Expenditure 

$1,680 Program Administration 

(% of Arrearage Write-

down + Discounts) 

5% 

Program Costs 

Total $ Discount Total $ 

Arrearage 

Write-down 

Total $ 

Program Administration 

Total $ 

 $10,078,398   $4,000,000   $703,919.90   $14,782,318  
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Table 5: APS Tiered Discount Worksheet 

 

Target 

Burden 

6.0% Average 

Pre-

program 

Arrearage 

$200 # Participants 

per tier 

6667 Annual 

Expenditure 

$1,680 Program 

Administration 

(% of 

Arrearage 

Write-down + 

Discounts) 

5% 

 

Program Costs 

Total $ 

Discount 

per Tier 

Total $ 

Arrearage Write-down 

per Tier 

Total $ Program 

Administration 

per Tier 

Total $ per Tier 

 $8,612,220   $1,333,333   $497,278   $10,442,831  

 $4,267,740   $1,333,333   $280,054   $5,881,127  

 $1,681,740   $1,333,333   $150,754   $3,165,827  

Total Program Cost 

$14,561,700   $4,000,000   $928,085   $19,489,785  

 

 

Ratio of Income 

to Poverty 

Brackets 

  

Income Brackets, Households, Expenditures, and Discounts 

  

Lower Upper Income 

at 

Category 

Midpt:  

2-person 

HH 

# HH Avg. 

Annual 

Electricity 

Expenditure 

Target 

Burden 

Expenditure 

@ Target 

Burden 

Annual 

Discount 

Monthly 

Discount 

% 

Discount 

Avg. 

Arrearage 

per 

Customer 

Total 

Benefits 

per 

participant 

0.00 0.75  $6,465  6,667  $1,680  6.0%  $388  $1,292  $108  76.9% $200  $1,492  

0.76 1.25  $17,326  6,667  $1,680  6.0% $1,040   $640   $53  38.1% $200   $840  

1.26 1.50  $23,791  6,667  $1,680  6.0% $1,427   $252   $21  15.0% $200   $452  

Weighted Avg. Discount 43.3%  
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Table 6: APS PIPP Worksheet 

 

Target 

Burden 

6.0% Avg Pre-

program 

Arrearage 

$200 # 

Participants 

per tier 

20,000 Annual 

Expenditure 

$1,680 Program 

Administration* 

5% 

 

Income Brackets, Households, Expenditures, and Discounts 

Selected 

Poverty Level 

(2-person 

Household) 

Annual 

HH 

Income 

# HH Average 

Annual 

Electricity 

Expenditure 

Target 

Burden 

Expenditure 

@ Target 

Burden 

Annual 

Discount 

Monthly 

Discount 

Percentage 

Discount 

50% $8,620  6,667  $1,680  6.0%  $517   $1,163   $97  69.2% 

100% $17,240  6,667  $1,680  6.0%  $1,034   $645   $54  38.4% 

125% $21,550  6,667  $1,680  6.0%  $1,293   $387   $32  23.0% 

Weighted Avg. Discount 43.6%  

 

Program Costs 

Selected 

Poverty Level 

(2-person 

Household) 

Total $ 

Discount  

Total  

Arrearage Write-

down 

Total  

Program 

Administration 

Total  

50%  $7,750,220   $1,333,333   $454,177.67   $9,537,731  

100%  $4,302,220   $1,333,333   $281,777.67   $5,917,331  

125%  $2,578,220   $1,333,333   $195,577.67   $4,107,131  

Total Program Costs 

  $14,630,660   $4,000,000   $931,533   $19,562,193  

 

*(% of Arrearage Write-down + Discounts) 
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BURDEN IMPACTS 

The tables and graphs below illustrate the electricity burden reduction impacts of prospective bill 
affordability and arrearage management program implementation. 

 

Table 7: Electricity Burden Impacts: 30% Discount 

 

  Single, 

Minimum 

Wage* 

Worker  

(40 hours x 

52 weeks) 

2-

person 

HH, 

100% 

2019 

FPL 

2-

person 

HH, 

150% 

2019 

FPL 

2-Person 

Median 

Income 

HH 

Upper-

income 

HH 

($100,000) 

Annual Pretax Income $24,960 $17,240 $25,860 $51,254 $100,000 

Monthly Pretax Income $2,080 $1,437 $2,155 $4,271 $8,333 

Undiscounted Current Annual 

Electricity Expenditure 

$1,680 $1,680 $1,680 $1,680 $1,680 

Undiscounted Current Monthly 

Electricity Expenditure 

$140 $140 $140 $140 $140 

Arrearage Payment ($200/4) $50 $50 $50 $0 $0 

Total Undiscounted Monthly 

Payment 

$190 $190 $190 $140 $140 

Undiscounted Electricity Burden 

(During Arrearage Payoff) 

9.1% 13.2% 8.8% 3.3% 1.7% 

Discounted (30%) Electricity 

Expenditure 

$1,176 $1,260 $1,260 $1,680 $1,680 

Discounted Electricity Burden 4.7% 7.3% 4.9% 3.3% 1.7% 
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Table 8: Electricity Burden Impacts: Tiered Discount (6% Target Burden) 

 

  Single, 

Minimum 

Wage* 

Worker  

(40 hours x 

52 weeks) 

2-person 

HH, 100% 

2019 FPL 

2-person 

HH, 

150% 

2019 FPL 

2-

Person 

Median 

Income 

HH 

Upper-

income HH 

($100,000) 

Annual Pretax Income $24,960 $17,240 $25,860 $51,254 $100,000 

Monthly Pretax Income $2,080 $1,437 $2,155 $4,271 $8,333 

Undiscounted Current Annual 

Electricity Expenditure 

$1,680 $1,680 $1,680 $1,680 $1,680 

Undiscounted Current Monthly 

Electricity Expenditure 

$140 $140 $140 $140 $140 

Arrearage Payment ($200/4) $50 $50 $50 $0 $0 

Total Undiscounted Monthly 

Payment 

$190 $190 $190 $140 $140 

Undiscounted Electricity Burden 

(During Arrearage Payoff) 

9.1% 13.2% 8.8% 3.3% 1.7% 

Discounted Electricity Expenditure $1,039.57 $1,039.57 $1,427.47 $1,680 $1,680 

Discounted Electricity Burden 4.2% 6.0% 5.5% 3.3% 1.7% 
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Table 9: Electricity Burden Impacts: PIPP Discount (6% Target Burden) 

 

  Single, 

Minimum 

Wage* 

Worker  

(40 hours x 

52 weeks) 

2-person 

HH, 100% 

2019 FPL 

2-

person 

HH, 

150% 

2019 

FPL 

2-

Person 

Median 

Income 

HH 

Upper-

income HH 

($100,000) 

Annual Pretax Income $24,960  $17,240  $25,860  $51,254  $100,000  

Monthly Pretax Income $2,080  $1,437  $2,155  $4,271  $8,333  

Undiscounted Current Annual 

Electricity Expenditure 

$1,680  $1,680  $1,680  $1,680  $1,680  

Undiscounted Current Monthly 

Electricity Expenditure 

$140  $140  $140  $140  $140  

Arrearage Payment ($200/4) $50  $50  $50  $0  $0  

Total Undiscounted Monthly 

Payment 

$190  $190  $190  $140  $140  

Undiscounted Electricity Burden 

(During Arrearage Payoff) 

9.1% 13.2% 8.8% 3.3% 1.7% 

Discounted Electricity Expenditure $1,498  $1,034  $1,552  $1,680  $1,680  

Discounted Electricity Burden 6.0% 6.0% 6.0% 3.3% 1.7% 
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Chart 1: Unequal Burdens: 

Electricity Expenditures as a Proportion of Household Income: APS 
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Chart 2: 30% Straight Discount:  

Undiscounted & Discounted Electricity Burdens by Selected Household Incomes 
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Chart 3: Tiered Discount – 6% Target Burden:  

Undiscounted and Discounted Electricity Burdens by Selected Household Incomes 
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Chart 4: PIPP Discount – 6% Target Burden:  

Undiscounted and Discounted Electricity Burdens by Selected Household Income 
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USAGE, CUSTOMERS, REVENUES AND BILL IMPACTS  

The table below was generated using publicly-available data filed by electric utility companies.  The 
table illustrates usage, number of customers, and revenues for each rate and customer class, and 
can be used to estimate bill impacts of a ratepayer-funded bill assistance/arrearage management 
program.  Program-related bill impact estimates assume a universal volumetric charge applicable to 
all customer classes. 

 

Table 10: Usage, Customers, Revenues, and Bill Impacts 

 

sched_num_ttl mwh_sold revenue Avg 

Num 

cstmr 

Kwh 

Sale 

cstmr 

Revenue 

Kwh 

sold 

Annual 

Residential 

Expenditure 

Monthly 

Residential 

Expenditure 

Monthly 

bill 

impact 

440 

Residential 

        

E-12 700,407  $95,364,732  102,391 6,841  $0.1362  $932 $78  $0.45  

ET-1 266,703  $33,892,316  24,896 10,713  $0.1271  $1,362 $113  $0.65  

ET-2 682,426  $87,648,630  68,463 9,968  $0.1284  $1,280 $107  $0.61  

ECT-1R 86,943  $10,108,119  4,912 17,700  $0.1163  $2,059 $172  $0.99  

ECT-2 336,413  $38,469,840  21,960 15,319  $0.1144  $1,752 $146  $0.84  

R-XS 1,098,031  $164,853,437  202,292 5,428  $0.1501  $815 $68  $0.39  

R-BASIC 1,079,833  $163,078,732  110,243 9,795  $0.1510  $1,479 $123  $0.71  

R-BASICL 704,990  $110,077,223  41,375 17,039  $0.1561  $2,660 $222  $1.28  

R-TOU-E 4,272,171  $638,005,054  279,510 15,285  $0.1493  $2,282 $190  $1.09  

R-2 710,519  $98,543,232  45,183 15,725  $0.1387  $2,181 $182  $1.05  

R-3 2,716,749  $340,793,200  120,162 22,609  $0.1254  $2,835 $236  $1.36  

R-TECH 270  $37,231  8 33,750  $0.1379  $4,654 $388  $2.23  

E-12 EPR-2,6 76,939  $14,380,698  29,185 2,636  $0.1869  $493 $41  $0.24  

ET-1 EPR-2,6 54,862  $7,143,711  8,931 6,143  $0.1302  $800 $67  $0.38  

ET-2 EPR-2,6 243,127  $31,851,004  33,762 7,201  $0.1310  $943 $79  $0.45  

ECT-1R EPR-

2,6 

6,594  $1,150,500  552 11,946  $0.1745  $2,085 $174  $1.00  

ECT-2 EPR-2,6 29,117  $5,365,070  2,972 9,797  $0.1843  $1,806 $150  $0.87  
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Table 10: Usage, Customers, Revenues, and Bill Impacts (cont.) 

 

R-TOU-E RCP 35,360  $5,855,729  3,243 10,903  $0.1656  $1,806 $150  $0.87  

R-2 RCP 3,560  $542,662  292 12,192  $0.1524  $1,858 $155  $0.89  

R-3 RCP 7,189  $1,058,128  483 14,884  $0.1472  $2,191 $183  $ 1.05  

R-TECH RCP 19  $2,822  1 19,000  $0.1485  $2,822 $235  $1.35  

E-47 1,623  $535,894  0 0  $0.3302  $0 $0  $  -    

Green Power 0  $86,482  0 0  $  -      $0 $0  $  -    

Total 

Residential 

13,113,845 $1,848,844,446  1,100,816 11,913  $0.1410  $1,680 $140  $0.81  

       $0  $  -    

442 

Commercial 

      $0  $  -    

E-20 36,073  $4,849,656  382 94,432  $0.1344  $12,692 $1,058  $6.09  

E-30 4,829  $1,326,787  4,312 1,120  $0.2748  $308 $26  $0.15  

E-32-XS 1,540,390  $247,524,340  99,149 15,536  $0.1607  $2,497 $208  $1.20  

E-32 XS D 3,792  $608,507  203 18,680  $0.1605  $2,998 $250  $1.44  

E-32-S 2,431,063  $328,483,026  18,075 134,499  $0.1351  $18,171 $1,514  $8.72  

E-32-M 2,805,493  $312,969,297  3,647 769,260  $0.1116  $85,849 $7,154  $41.19  

E-32-L 2,141,694  $205,780,576  594 3,605,545  $0.0961  $346,493 $28,874  $166.24  

E-32TXS 2,151  $353,439  145 14,834  $0.1643  $2,437 $203  $1.17  

E-32TOUS 26,519  $3,518,003  140 189,421  $0.1327  $25,136 $2,095  $12.06  

E-32TOUM 72,547  $7,366,248  64 1,133,547  $0.1015  $115,055 $9,588  $55.20  

E-32TOUL 213,868  $18,229,763  35 6,110,514  $0.0852  $520,616 $43,385  $249.78  

GS-SCHM 59,297  $7,965,897  91 651,615  $0.1343  $87,512 $7,293  $41.99  

GS-SCHL 39,411  $4,718,032  29 1,359,000  $0.1197  $162,672 $13,556  $78.05  

E-34 492,818  $40,940,367  17 28,989,294  $0.0831  $2,409,010 $200,751 $1,155.77  

E-35 352,958  $30,838,974  13 27,150,615  $0.0874  $2,372,964 $197,747 $1,138.47  

E-221 338,490  $35,564,382  1,331 254,313  $0.1051  $26,728 $2,227  $12.82  

E-47 19,976  $8,642,128  0 0  $0.4326  $0 $0  $  -    
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Table 10: Usage, Customers, Revenues, and Bill Impacts (cont.) 

 

Green Power 0  $222,857  0 0  $  -      $0 $0  $  -    

EPR-2 7,903  $808,194  25 316,120  $0.1023  $32,339 $2,695  $15.52  

EPR-6 568,457  $68,897,737  1,205 471,749  $0.1212  $57,176 $4,765  $27.43  

E-56 3,378  $745,755  1 3,378,000  $0.2208  $745,862 $62,155  $357.84  

E-56R 152,576  $14,074,455  19 8,030,316  $0.0922  $740,395 $61,700  $355.22  

AG-X 1,033,685  $70,307,462  116 8,911,078  $0.0680  $605,953 $50,496  $290.72  

Total 

Commercial 

12,347,368 $1,414,735,882  129,593 95,278  $0.1146  $10,919 $910  $5.24  

       $0  $  -    

442 Industrial 

and Irrigation 

      $0  $  -    

E-30 60  $19,705  76 789  $0.3284  $259 $22  $0.12  

E-32-XS 31,987  $5,245,574  2,327 13,746  $0.1640  $2,254 $188  $1.08  

E-32 XS D 50  $7,045  1 50,000  $0.1409  $7,045 $587  $3.38  

E-32-S 83,152  $12,875,473  756 109,989  $0.1548  $17,026 $1,419  $8.17  

E-32-M 214,171  $25,895,483  297 721,114  $0.1209  $87,183 $7,265  $41.83  

E-32-L 473,172  $45,615,787  115 4,114,539  $0.0964  $396,642 $33,053  $190.30  

E-32TXS 15  $1,950  1 15,000  $0.1300  $1,950 $163  $0.94  

E-32TOUS 1,423  $150,729  6 237,167  $0.1059  $25,116 $2,093  $12.05  

E-32TOUM 3,777  $502,021  6 629,500  $0.1329  $83,661 $6,972  $40.14  

E-32TOUL 50,226  $4,503,984  8 6,278,250  $0.0897  $563,159 $46,930  $270.19  

E-34 124,484  $9,918,120  5 24,896,800  $0.0797  $1,984,275 $165,356  $951.99  

E-35 567,699  $43,513,937  15 37,846,600  $0.0766  $2,899,050 $241,587 $1,390.87  

E-36 XL 47,204  $3,751,238  1 47,204,000  $0.0795  $3,752,718 $312,727 $1,800.44  

E-221 10,017  $1,126,787  87 115,138  $0.1125  $12,953 $1,079  $6.21  

E-47 567  $169,667  0 0  $0.2992  $0 $0  $  -    

EPR-6 27,651  $3,327,090  24 1,152,125  $0.1203  $138,601 $11,550  $66.50  

AG-X 601,898  $31,759,995  3 200,632,667  $0.0528  $10,593,405 $882,784 $5,082.38  
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Table 10: Usage, Customers, Revenues, and Bill Impacts (cont.) 

 

Total 

Industrials & 

Irrigation 

2,237,553  $188,384,585  3,728 600,202  $0.0842  $50,537 $4,211  $24.25  

 0  $  -  0 0  $  -      $0 $0  $  -    

444 Public 

Street Lighting 

138,266  $21,805,883  1,169 118,277  $0.1577  $18,652 $1,554  $8.95  

Total Public 

Street Lighting 

138,266  $21,805,883  1,169 118,277  $0.1577  $18,652 $1,554  $8.95  

      $0 $0  $  -    

445 Other 

Public 

Authorities 

1,932  $126,762  145 13,324  $0.0656  $874 $73  $0.42  

Total Other 

Public 

Authorities 

1,932  $126,762  145 13,324  $0.0656  $874 $73  $0.42  

         

         

Unbilled MWh 

& Revenue 

        

Residential 

Unbilled 

76,637  $18,524,796  0 0  $0.2417  $0 $0  

Commercial 

Unbilled 

41,044  $4,957,866  0 0  $0.1208  $0 $0  

Ind & Irrig. 

Unbilled 

-13,285  $(1,124,145) 0 0  $0.0846  $0 $0  

Public Str 

Lighting 

Unbilled 

27  $5,467  0 0  $0.2025  $0 $0  

Other Public 

Auth Unbilled 

     $0 $0  

Total Unbilled 

MWh & 

Revenue 

104,423  $22,363,984  0 0  $0.2142  $0 $0  

 0  $  -  0 0  $  -         
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Table 10: Usage, Customers, Revenues, and Bill Impacts (cont.) 

 

449.1 

Provision for 

Rate Refunds 

0  $216,071  0 0  $  -         

Total 

Provisions for 

Rate Refunds 

0  $216,071  0 0  $  -         

         

         

Total Sales 

(MWH) and 

Revenue From 

Sales ($) 

27,838,964 $3,473,897,558        

         

$20M Program 

Percent of 

Revenues 

From Sales 

 0.58%       

 

 

Source: Arizona Public Service Company 2018 FERC Form 1, p. 304. 
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III. CONCLUSION 

To win approval of programs and policies to enhance secure access to home energy services, 
advocates must “make the case” for program need and present a data-driven proposal outlining 
program design parameters.  National Consumer Law Center has developed customizable templates 
to aid advocates and consumers in developing proposals for the implementation of comprehensive 
electric service bill payment assistance and arrearage management programs.  The tables and charts 
in this report provide an example of template capabilities and outputs. 

For technical assistance in developing a customized affordable bill program proposal, contact 
National Consumer Law Center Senior Energy Analyst John Howat at jhowat@nclc.org 
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 1 

  NATIONAL ASSOCIATION OF STATE UTILITY CONSUMER ADVOCATES 
Resolution 2020-01 

 
NASUCA Recommendations Concerning the Effects of the Public Health and Economic 

Crises Resulting from COVID-19 upon Utility Rates and Services Provided to Consumers 
by Public Utilities 

 
Whereas, on January 30, 2020 the World Health Organization (WHO) declared the novel 
coronavirus outbreak (COVID-19) a Public Health Emergency of International Concern 
(PHEIC)i.  By March 11, 2020 the WHO characterized COVID-19 as a world pandemic; and 
 
Whereas, on January 31, 2020 the Secretary of the United State Department of Health and 
Human Services declared a public health emergency related to the COVID-19ii. On March 13, 
2020 the President of United States declared that the COVID-19 outbreak in the United States 
constituted a national emergencyiii; and 
 
Whereas, during this national emergency, extraordinary actions have been instituted by State 
Governors and the federal government to reduce social contact with the goal of preventing the 
spread of the COVID-19 virus. Many businesses have been declared non-essential during the 
crisis and temporarily closed. Many states have issued temporary orders for citizens to shelter-in-
place and avoid all non-essential movement away from home. Schools have been closed in many 
states. These emergency actions have resulted in record unemployment, widespread financial 
hardship and severe contraction of state economies; and 
 
Whereas, to reduce the economic impact of this national emergency the United States Congress 
has passed, and the President has signed, several laws that offer financial support for states, 
citizens and businesses, some of which specifically include funding for essential utility services; 
and  
 
Whereas, State governors and state public utility commissions and consumer advocates have 
taken steps to order or request voluntary compliance, and utilities and communications providers 
have taken steps either voluntarily or pursuant to orders, to stop disconnecting consumers that 
are unable to pay for service during the national emergency, to reconnect service for consumers 
that were disconnected prior to the national emergency, and to cease other collection activity 
temporarily; and 
 
Whereas, the national crisis caused by COVID-19 is extraordinary in its breadth and depth, and 
the speed of its onset. While the ultimate depth and duration of the economic crisis is unknown, 
the initial impact of the economic crisis has been severe, resulting in closed businesses, 
disruption to the economy and millions unemployed,iv many of whom are struggling to meet 
basic needs such as buying food and medicine, paying for shelter and paying for vital utilities; 
and 
 
Whereas, the end of the COVID-19 virus public health emergency, however defined, will not 
correspond to the end of the economic crisis. Many utility consumers are already behind on, or 
will fall behind on their utility bills, and will need uniform programmatic assistance and financial 

ELEC
TR

O
N
IC
ALLY

FILED
-2020

M
ay

22
9:43

AM
-SC

PSC
-D

ocket#
2020-106-A

-Page
30

of78



 2 

help getting back on their feet.  This includes payment arrangements covering much longer time 
periods than normal, discount/assistance plans where none currently exist or expansion of 
existing plans; and 
 
Whereas, access to electricity, water, natural gas and communications networks are essential for 
the health, safety, and welfare of all people, and that particularly during this unparalleled crisis 
broadband communications has played a vital role in protecting and furthering the health, safety 
and welfare of the States and their peoples; and 
 
Whereas, small water and wastewater utilities have unique liquidity and infrastructure needs that 
must be addressed.  Due to the lack of population density and the lack of economies of scale, 
small communities often face hurdles in supporting water and wastewater systems. Urban and 
rural water systems may also have issues with lead and other contaminants, and face other 
infrastructure challenges; and   
 
Whereas, one of the goals of regulation besides protecting consumers is to serve as a proxy for 
the positive results of competition, and competitive enterprises have sought or will seek to 
reduce costs during this economic crisis. 
 
Now, Therefore, Be It Resolved: Every effort must be made to ensure that universal access to 
and affordability of utility services are not diminished during this public health and economic 
crisis.  Utilities, regulators and consumer advocates should work together to craft evidence-based 
solutions that address the unique challenges and burdens faced by all consumers and other 
stakeholders during this crisis.  Such solutions should ensure the continued safe and adequate 
provision of utility services at affordable rates and under terms and conditions that are reasonable 
within this new environment; and   
 
Be it further resolved, that: When utilities, states or consumer advocates are communicating 
with consumers during this crisis, effort should be made to focus on the following:  

• Consumers who are having trouble paying their utility bills should be urged to 
communicate with their utilities early and frequently; 

• States, utilities and other service agencies should work together to communicate with 
utility consumers to ensure access to low income bill payment assistance, weatherization 
or other energy efficiency programs and any other resources available to help consumers 
pay arrearages, reduce bills and maintain service;  

• Utility consumers should be urged to continue to pay their utility bills if possible, and if 
they cannot pay in full, to pay some portion of the bill to minimize any balance that will 
accumulate and be due at a later date; and 

 
Be it further resolved, that: With regard to disconnection moratoria and communication rules 
between utilities and consumers during this crisis:  

• Congress should respect state jurisdictional and decision-making authority to determine 
the extent and duration of any shutoff moratoria and to control any rules related to 
disconnections and reconnections, utility communications, payment programs and 
revenue collection activities;  
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 3 

• State public utility commissions should revisit utility tariffs and other terms and 
conditions applicable to disconnections, reconnections, late payment penalties and 
deposits in proceedings to address the economic impacts upon consumers of the ongoing 
economic crisis and to adopt policies applicable after the crisis ends to protect continued 
access to vital utility services by providing more time for repayment of past due amounts 
and reducing the burden of collection-related charges on consumers; 

• Utilities should track and publish detailed information about consumer arrearages and 
shutoffs in a standardized format,v while maintaining consumer privacy. Such 
information should be shared with state commissions and consumer advocates and be 
publicly available; and  
 

 
Be it further resolved, that: To help consumers pay utility bills during this crisis, NASUCA 
believes:  

• Congress should provide supplemental funding for fiscal year 2020 and increase funding 
for subsequent fiscal years through the Low-Income Home Energy Assistance Programs 
(LIHEAP) and other funding mechanisms to address heating and cooling bills for 
consumers impacted by the COVID-19 crisis; 

• Congress should create and fund a LIHEAP type mechanism to assist low-income water 
and wastewater utility consumers in paying their bills; 

• Congress should consider providing direct support to utilities to assist consumers that 
may not otherwise qualify for LIHEAP assistance, including providing direct funding to 
utilities to reduce consumer arrearages and provide bill credits to help consumers 
maintain service; 

• States should review and relax LIHEAP income eligibility standards to allow a wider 
range of consumers to qualify for assistance;  

• States should consider adopting or strengthening bill payment assistance programs such 
as discounted rates, Percentage of Income Payment Plans (PIPPs) and arrearage 
management or arrearage reduction programs; and 

 
Be it further resolved that: Accounting and utility operating cost: 

• State commissions are urged to identify cost reductions when evaluating utility requests 
to defer COVID-19 cost increases as a regulatory asset;  

• Congress should eliminate the normalization requirement contained in the Tax Cuts and 
Jobs Act of 2017 associated with the flowback of excess protected accumulated deferred 
income taxes to allow state commissions more flexibility to use these consumer-supplied 
funds to offset expenses; and 

 
Be it further resolved, that: Broadband, telephone and cable: 

• To facilitate the additional capacity necessary to support telemedicine and education and 
commerce, Congress should work with states and increase funding to appropriate state 
government agencies or create incentives for investor-owned broadband internet access 
providers to expand broadband capability and availability in all areas, but with additional 
focus on unserved and underserved areas to reduce the impact of the digital divide;  

• Communications providers should sign the FCC’s Keep Americans Connected Pledge 
and should extend the protections of that Pledge through August 2020; 
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 4 

• Communications providers should consider additional protections and relief programs for 
consumers that extend beyond the terms of the FCC’s Keep Americans Connected 
Pledge, including, among other things, making every effort to find workable 
arrangements to allow consumers to pay any arrearages caused by the COVID-19 crisis 
over a reasonable period of time after the crisis eases; 

• To ensure consumers have access to local news and community television channels—
which may be the only sources of COVID-19 or other emergency-related information for 
certain consumers, cable television providers should consider extending the protections 
of the FCC’s Keep Americans Connected Pledge to basic cable service and consider 
allowing consumers that cannot pay their bills for other levels of service to downgrade to 
basic cable service, without additional costs or fees, in lieu of disconnection, through 
August 2020 or 60 days after the end of the public health emergency, whichever is later;  

• NASUCA affirms its historic support for universal service and affordability, service 
quality and the need for telephone service to reach as close as practicable to 100% of 
low-income households in the United States, as was originally provided for by the 
Communications Act of 1934 and the 1985 Lifeline amendments thereto, and as such 
programs are consistent with NASUCA policy positions taken over time in its resolutions 
and legal action(s); and NASUCA supports the uncapping and increasing of the Lifeline 
program funds so that for the duration of this public health and economic crisis the 
funding of such program is sufficient to meet need, provided that such reasonable 
protections against waste be retained to protect the public and NASUCA supports the 
expansion of the provision of voice minutes, text messages and broadband internet access 
over wireless Lifeline phones such that vulnerable families will retain full and reasonable 
access to online education, government, health/telemedicine and public safety services; 
and 

 
Be it further resolved, that: Consumer access to utility-supplied water and wastewater services 
is critical to consumer health and safety: 

• NASUCA affirms its support for legislation to fund critical water and wastewater 
infrastructure technical assistance and workforce development needs especially for small 
systems and systems burdened by lead and other nationally recognized contaminants.  
And all such action should focus upon maintaining or creating affordability, safety and 
potability of drinking water. 

 
Be it further resolved, that NASUCA authorizes its Executive Committee to develop specific 
positions and take appropriate actions, consistent with the terms of this resolution and the needs 
of its Members and their utility consumers. The Executive Committee shall notify the 
membership of any action pursuant to this resolution. 

Submitted by the COVID-19 Response Subcommittee 
Passed by Membership Vote May 12, 2020 
 
Abstained_________________________________ 
Kentucky AG  Ohio  Oklahoma AG 
Tennessee AG  Texas 
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 5 

 
 
 

Endnotes 

i  https://www.who.int/news-room/detail/27-04-2020-who-timeline---covid-19 
 
ii https://www.hhs.gov/about/news/2020/01/31/secretary-azar-declares-public-health-emergency-
us-2019-novel-coronavirus.html 
 
iii https://www.whitehouse.gov/presidential-actions/proclamation-declaring-national-emergency-
concerning-novel-coronavirus-disease-covid-19-outbreak/ 
 
iv The U.S. Department of Labor reports that 16.4 million Americans are unemployed as of April 
18, 2020 https://www.dol.gov/ui/data.pdf. 
 
v https://www.nasuca.org/nwp/wp-content/uploads/2018/11/2019-07-NASUCA-Data-Collection-
Resolution-Joint-with-NARUC-Final.pdf; https://www.nasuca.org/2018-04-data-collection-
resolution/ 
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T he COVID-19 crisis is influencing every aspect of the global economy, and

electric utilities are certainly seeing significant impacts. Before utility

regulators take actions to adjust revenues or rates to reflect COVID-19

impacts, it is important to identify and quantify the broad range of impacts so that

those that increase costs or reduce sales can be appropriately offset against those that

decrease costs or cause increased sales in some sectors.

The most easily quantified impacts are:

a) Lower commercial sales (with much of the commercial sector closed in March and

April);

b) Higher residential sales (as people are home more); and

Blog
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Response to COVID-19

Jim Lazar

On May 5, 2020
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c) Lower fuel and purchased power costs (due to the decline in loads and in natural gas

prices).

But there are many others. These include, for example:

d) Lower revenues from a disconnection moratorium imposed by most states;

e) Improved load shapes, from the reduction of daytime peaking commercial activity;

f) A sharp drop in interest rates, and thus in the cost of debt and equity capital;

g) Changes in labor costs, both up and down;

h) Increases in accounts receivable, and ultimately uncollectible accounts;

i) Adjustments to utility capital improvement programs across all sectors —

generation, transmission and

distribution; and

j) Possible acceleration of deployment of advanced metering infrastructure, to reduce

the future exposure of utility employees to occupational hazards.

The purpose of this blog is not to attempt to quantify these impacts for any utility; that

is the job of utility regulators, with access to extensive data and adequate time to

properly consider evidence. The purpose is simply to point out that many of these are

offsetting impacts, so that the utility rate adjustments required may be smaller if

applied simultaneously than if individual elements are applied to separate rate

adjustments over the coming year.

The response will be different for regulators in vertically integrated states and for those

in restructured states. And the response will be different for regulators implementing

revenue regulation (decoupling) or performance-based regulation (PBR) mechanisms.

Sales volumes

Most utilities are experiencing sales volume declines, primarily in the commercial

sector, as office and retail workers have stayed home. For example, Figure 1 shows

loads in New York City for a three-week period:

Figure 1: Electricity Consumption for New York City [1]
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There are two obvious impacts visible in this simple graphic. First, total sales are lower.

Second, the difference between weekday and weekend loads is much smaller, with

most office buildings closed. This shows only daily sales, not hourly sales, so one

cannot reach conclusions about the daily load shapes, but there is certainly reason to

investigate whether the flatter day-to-day load shape is also reflected in a flatter hour-

to-hour load shape.

This reduction in sales volumes will bring a reduction in revenues. Depending on the

rate structure (customer charges, demand charges and energy charge blocks, e.g.,

time-varying or inclining block), the impact will vary from utility to utility. But the

improved load shape from lower commercial activity will likely result in a significantly

lower average cost for power supply, per kWh, as high-cost resources are left idle

during weekday hours.

Many utilities have rate designs that limit their revenue loss in response to short-run
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variations in commercial and industrial sales. Demand charge “ratchets” apply a

demand charge each month based on the highest demand reached in the past year.

These are put in place specifically to offset the high systematic risk of the large

commercial and industrial sectors (which add a premium to the utility cost of capital

compared with more stable residential revenues). Some industrial customers are

seeking regulatory relief from demand charges and demand ratchets, as these result in

high bills during time of curtailment of production. [2] Where demand charge ratchets

are in place, the growth in residential sales may generate far more incremental margin

than the loss of non-residential sales. [3]

Fuel and purchased power costs

Even without COVID-19, some fuel costs were declining in response to an oil price war

between Saudi Arabia and Russia, launched at the beginning of the year. But the sharp

drop in electricity and industrial demand for natural gas has sharply depressed the

price of gas, the most common fuel for electricity generation.

Figure 2: Henry Hub Natural Gas Spot Prices, November 2019–April 2020 [4]
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These lower fuel prices also result in lower market-clearing prices in electricity

markets, affecting both utilities buying power for load, and for customers that have

elected real-time pricing in competitive market states. Some utilities may depend on

wholesale sales of power, which may be depressed. For example, the graphic below

compared ISO-New England prices for the first three months of this year compared

with the previous two years.

Figure 3: Wholesale Electricity Prices in ISO-New England, 2018-Present [5]
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Fuel and purchased power cost changes are typically passed through to consumers

quickly, within a few months. A few states apply these changes only annually, and

others only after a general rate case. Without any other elements being flowed through

quickly, many utilities may be obligated to flow through rate reductions (from fuel and

purchased power costs) even as they are experiencing revenue attrition (from sales

declines). In restructured jurisdictions, default or standard service is often procured on

a six-month basis for residential customers, but more frequently for commercial and

industrial customers. Competitive supply and aggregations may have longer-term

pricing structures.

Cost of capital

Interest rates have dropped sharply in a “race for safety” by investors. Federal one-year

and 10-year interest rates have dropped to near-zero levels. Utilities have immediate

access to this lower-cost capital for their short-term debt and may be able to refinance

longer-term debt at lower rates as well.

Figure 4: Ten-Year Treasury Interest Rates  [6]
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In the past decade, utility bonds have carried a premium of 200-400 basis points over

the 10-year treasury interest rate, and utility returns on equity have approximated a

premium of 500-700 basis points over the 10-year treasury interest rate.

Pragmatically, any business generating any profit is relatively more desirable to

investors today than in December. Utility share prices have dropped, but this is quite

possibly due to an expectation that they will suffer earnings attrition related to the

crisis, and those losses will not be fully recoverable from electricity consumers.

Labor and other operation and maintenance costs

Some utilities will experience labor cost increases, as they may experience lower labor

productivity due to “work from home” programs, and otherwise adapt to the need to

provide for the health and safety of their employees. Regulators should be prepared to

examine these cost increases for prudence, but many of these costs will no doubt be

reasonable. However, with lower occupancy, building operating costs may be greatly

reduced, which will tend to offset any labor productivity issues. And entire program
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areas may be reduced, from software development to tree trimming, achieving

significant net reductions in overall operation and maintenance (O&M) expenses.

The lower electricity consumption we are experiencing should mean that entire power

plants can be temporarily (or perhaps permanently) closed, thereby avoiding ongoing

labor costs for those units. There is evidence this is occurring — coal consumption is

down sharply, and in many places, this means that power plants are being idled.

In addition, many utilities, in response to sales attrition, will impose hiring freezes,

eliminate overtime work and even furlough employees in non-critical positions to

conserve cash and preserve earnings. During the 2008-09 economic contraction,

utility labor forces dropped by an average of about 3% (and was much higher for some

hard-hit utilities).

Figure 5: Utility Sector Employment in the Great Recession, 2007–2010 [7]

That pattern is being repeated: Data from the U.S. Bureau of Labor Statistics show a

decline of about 3,000 workers in the utility sector for March 2020 compared with

March 2019. Indeed, on April 29, DTE (a utility serving the Detroit area), announced a

$60 million O&M spending cut. [8]
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Regulators should bear in mind that labor costs are variable, not fixed, costs when

considering the overall impacts on utilities of the current contraction in sales.

Regulators should examine changes in the labor costs of utilities seeking rate

adjustments, to ensure that all known reductions are also reflected.

Accounts receivable

Many states have imposed disconnection moratoriums, and some have suspended

late fees and interest charges for non-payment. These will tend to increase utility

accounts receivable, and ultimately increase uncollectible accounts. If the recession

deepens and extends over a year or more until a vaccine is developed and availability

becomes widespread, these amounts may be significant. This will be offset by better

public health than would occur if power were disconnected, but those benefits do not

accrue directly to utilities.

Capital construction programs

Most utilities have extensive capital construction programs, which create a need for

additional capital, derived from retained earnings, depreciation accrual, bonds and

equity issuance. For many utilities, these programs will be adjusted in the wake of

COVID-19, even if only due to unavailability of materials, contract management,

subcontractors and skilled labor.

There may be opportunities for accelerating important capital projects as well. Lower

costs of capital may mean that grid modernization and grid reliability investments

should possibly go forward quickly once labor and supply chain issues are resolved.

Synchronizing the regulatory response to COVID-19

Utilities will suffer financial impacts because of the current crisis, and regulators will be

asked to address these impacts. The key for regulators is to consider all of the
impacts together, so that those that put upward pressure on rates and bills can
be offset by those that provide downward pressure.

 A first step would be to require utilities to create deferral or “suspense” accounts to
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track all the changes — positive and negative — in operating expenses, including labor,

fuel and purchased power. The deferral of fuel adjustments until all other impacts can

be considered would likely deny consumers some bill relief in the short run (when it will

be most needed by consumers facing lost income) but may enable greater rate and bill

stability in the next year or two by offsetting these against future sources of rate

pressure.

A second is to require utilities to disclose any changes to their balance-of-year labor or

capital construction expenses that can be identified. These may be upward or

downward.

A third is to ensure that gained margins from additional residential sales are properly

treated. In general, the sales margins are higher for residential sales than for large

commercial and industrial sales. It is possible that a utility could experience a 10%

decline in commercial and industrial sales, offset by a 5% increase in residential sales,

generating the same company-wide sales margin.

A fourth is to ensure that the sharp impacts on consumption being experienced are not

included in test periods for future rate cases unless they are determined by the

regulator to be enduring changes. Expectations are that a vaccine will be developed

within a year, and widely distributed within 18 months.

Finally, regulators should prepare to re-examine the utility cost of capital in conjunction

with any application for rate relief due to lower sales volumes.

Special issues for decoupled jurisdictions

About half of US states have one or more electric utility operating under a revenue

regulation (decoupling) framework, which provides some assurance that allowed

revenue requirements will be recovered (absent prudence disallowances), independent

of sales volumes. These were mostly designed to reduce utility incentives to pursue

additional sales or to resist energy conservation and customer-sited renewable energy.

It is safe to say that none were designed with the current circumstance in mind: a

sudden and deliberate pandemic-induced economic contraction such as we are
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experiencing. But it is equally certain that most are designed to provide recovery of

lost sales margins from any cause (this has been a selling point, in comparison to lost

revenue adjustment mechanisms), and utilities are currently experiencing lost sales

margins.

A utility experiencing a 10% reduction in sales, and for which variable costs represent

one-half of retail revenue, would expect about a 5% increase in rates through a

decoupling mechanism. Then, in a year or two, when sales recover, the same utility

would experience an increase in sales, and decrease in rates if the same mechanism

were applied.

But the increase in rates from a decoupling adjustment will generally not be

synchronized with the decrease in rates from lower fuel costs. This can lead to a

situation where rates are reduced by 5% in the short-run, due to lower fuel costs, then

increased a year later when fuel costs recover at exactly the same time that a

decoupling adjustment also increases rates. By way of example, for Hawaii, with high

fuel costs due to oil as the primary generating fuel, this could lead to a 10% or more

decrease in rates as soon as May (from lower fuel costs), followed by a 20% increase in

rates in a year’s time when a recovery in fuel costs may coincide with an upward

decoupling adjustment to base rates.

Some decoupling mechanisms determine and apply adjustments within individual

customer classes. Because residential sales are rising, while commercial and industrial

sales are suspended, this can lead to a result where residential rates are reduced in a

decoupling adjustment, while commercial rates must be increased. Regulators should

probably require examination of changes in load shapes by customer class, to see if

the cost of service of some classes may have declined, while for others it has

increased. We caution, however, that reflecting this in larger rate increases for

commercial customers may adversely affect general governmental efforts to retain

and restore commercial activity and employment. [9]

A second option is to simply defer fuel cost and purchased power cost decreases in the

short run to be offset against sales attrition-driven decoupling rate adjustments the

following year.
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Another option is to reconsider the allowed rate of return, given lower costs of debt

and equity capital, in computing a decoupling adjustment. If the cost of capital has

declined, this may be a reasonable way to offset the effect of lower sales volumes in a

decoupling adjustment.

Special issues for performance-based regulatory programs

Many states have introduced performance-based regulation (PBR) elements to temper

the utility incentive to increase earnings by increasing investment and instead link

profits to desired outcomes. Some of these incentive mechanisms reward overall cost

control, others reward specific resource acquisition, and still others reward progress

towards specific regulatory goals. It is safe to say that none of these mechanisms

anticipated the potential magnitude of impacts associated with the COVID-19

pandemic.

Most multi-year rate plans, a form of PBR, include some sort of “Z-factor” to account

for deviations in consumption, revenues, or earnings that are outside of the PBR

framework. The deviations due to COVID-19 may fall into this realm.

Some of the metrics for PBR will require re-examination considering current

circumstances. For example, nearly every utility will achieve fuel cost reductions, even

without any sort of special managerial skill. But some utilities will have adapted to a

work-from-home regime for their office employees more adeptly than others, and thus

been able to maintain system reliability and customer satisfaction better than others.

This may be captured by existing service quality metrics, but it may be a new metric

entirely.

Summary

Regulators will see filings from utilities seeking to recover from the financial impacts of

the COVID-19 crisis. These filings may contain information on some, but not all, of the

impacts. Regulators should take a solemn pause before they rush to adopt partial

adjustments, ensuring that all relevant impacts, positive and negative, are considered

concurrently. If interim rate relief is sought, regulators should consider all relevant

impacts, with an eye to stability over the next 24-36 months.
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STATE OF NEW YORK 
PUBLIC SERVICE COMMISSION 

 
                               At a session of the Public Service  
                                       Commission held in the City of  
                                             Albany on May 14, 2009 
 
COMMISSIONERS PRESENT: 
 
Garry A. Brown, Chairman 
Patricia L. Acampora 
Maureen F. Harris 
Robert E. Curry, Jr. 
James L. Larocca, recused 
 
 
CASE 08-M-1312  – Proceeding on Motion of the Commission to Consider the Financial 

Impacts on New York State’s Energy Utilities of Changes in 
Uncollectible Expense and Arrearages in the Current Economic 
Environment. 

 
 

ORDER SPECIFYING CRITERIA FOR 
DEFERRAL OF COSTS 

 
(Issued and Effective May 15, 2009) 

 
 
BY THE COMMISSION: 
 

BACKGROUND 

 On September 29, 2008, Department of Public Service Staff (Staff) 

convened a utility summit to discuss the impact of fuel costs and the weakening economy 

on the State’s most vulnerable customers.  At that meeting, the State’s major energy 

utilities agreed to certain voluntary operational practices, applicable to residential 

accounts, for the cold weather period of November 1, 2008 through April 15, 2009, 

intended to help minimize winter terminations of residential gas and electric service to 

ensure health and safety.  As the end of the winter heating season approached, Staff 

encouraged the utilities to take additional voluntary measures to inform both residential 

and non-residential customers of their rights and protections under the Home Energy Fair 
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Practices Act (HEFPA) and other related rules, and to manage the relatively large number 

of customers subject to service termination at the end of the heating season. 

 The utilities’ voluntary actions have the potential to alter revenue 

arrearages, cash flow and uncollectible expense.  Additionally, the general economic 

situation might precipitate an increase in the number of customers unable to pay their 

utility bills, which also has the potential to alter revenue arrearages, cash flow and 

uncollectible expense.  Because these conditions might affect utility earnings, financial 

flexibility and access to capital markets on reasonable terms and conditions, this 

proceeding was commenced, in an Order Instituting Proceeding and Seeking Comments 

(Order Instituting Proceeding) issued December 16, 2008, for the purpose of developing 

appropriate ratemaking and accounting procedures to address these impacts. 

 As discussed in the Order Instituting Proceeding, a weak economy, high 

and volatile energy prices and uncertain financial markets created unusual and significant 

challenges for ratepayers and energy utilities, particularly during the 2008-2009 winter 

heating season.  At the utility summit on September 29, 2008, the State’s major energy 

utilities agreed to certain voluntary operational practices, applicable to residential 

accounts, for the cold weather period, November 1 through April 15.  These temporary 

changes included: (1) accepting all Home Energy Assistance Program (HEAP) payments 

and offering fair and reasonable payment agreements to financially stressed customers; 

(2) extending additional protections to elderly, blind and disabled customers; (3) 

refraining from service terminations during periods of extreme cold weather; (4) 

expanding bill payment options; and (5) elevating as a priority consumer outreach and 

education about programs and services available to assist consumers.  In general, the 

State’s major energy utilities adopted similar measures in the past several heating 

seasons, although the financial impact of these initiatives may be greater this year than in 

past years.  Incremental initiatives for the 2008-2009 winter heating season consisted 

principally of:  (1) a new agreement by utilities to offer fair and reasonable Deferred 

Payment Agreements and accept regular and/or emergency HEAP payments for service 

applicants in addition to active customers, and (2) a new agreement by some utilities to 
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refrain from scheduling residential service terminations on days when the local weather 

forecast predicts temperatures below 32 degrees Fahrenheit rather than below 20 degrees 

Fahrenheit as in previous years. 

 As anticipated, the difficult economic conditions have been challenging for 

both customers and utilities.  Through March 2009, the number of customers in arrears 

greater than 60 days is 7.5% higher than last year, and the associated dollar amount of 

arrearages is 19% higher than last year.  Although final termination notices have 

increased 16% for this same time period, utility service terminations for the heating 

season are 4% less than last year, reflecting, in part the voluntary measures adopted by 

utilities. 

 In recognition of the large number of pending service terminations as the 

heating season came to a close, Staff asked the utilities to renew their efforts to inform 

both residential and non-residential customers of their rights and protections concerning 

energy service termination and reconnection, as well as potential payment assistance 

programs.  Additionally, Staff requested that utilities consider affording customers facing 

service termination at the close of the winter heating season additional opportunities to 

pay utility bills before shutting off service.  Such practices would provide welcome relief 

and flexibility for customers who do not presently have the financial resources to pay 

their energy bills.  The general body of ratepayers would also benefit to the extent that 

this additional flexibility provides affected customers the opportunity to improve their 

financial circumstances and once again contribute to meeting utility costs, keeping the 

utility’s pool of ratepayers as large as possible.  Several utilities adopted these voluntary 

practices. 

 The Order Instituting Proceeding called for comments, due within 30 days 

of issuance of the Order, on appropriate ratemaking and accounting procedures that 

would address the financial impact of these factors on utilities.  Parties were asked to 

identify possible rate mechanisms that could be instituted to provide relief to utilities, 

including: (1) quantifying and deferring the return that may be required on utilities’ 

increased working capital needs due to higher than normal 2008-2009 arrearages and 
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uncollectible expense and (2) ways utilities might defer uncollectible expense in excess 

of the level reflected in current rates.  Parties making proposals for cost recovery were 

instructed to take into consideration the need to minimize bill impacts. 

 Comments were also sought on the following criteria that we suggested 

might be required for approval of utility deferral proposals: (1) the utility must 

demonstrate that it is taking all required and voluntary actions to minimize service 

terminations, while continuing to pursue reasonable actions to minimize uncollectible 

expense; (2) the utility must demonstrate that its current rate plan mechanisms do not 

adequately address current working capital and uncollectible expense and that any 

recovery of costs provided as a result of this proceeding does not duplicate the current 

treatment of these costs; (3) the utility should demonstrate that any proposed additional 

mechanisms are appropriate and warranted given the terms and risks undertaken in its 

current rate plan; (4) the utility may not be in an overearnings position after any proposed 

deferral or additional relief; and (5) the additional amount to be recovered and the amount 

deferred should represent approximately 5% or more of net income on an after-tax basis. 

 Comments in response to the Order Instituting Proceeding were received 

from Central Hudson Gas & Electric Corporation (Central Hudson), Consolidated Edison 

Company of New York (Con Edison) and Orange & Rockland Utilities, Inc. (O&R) 

filing jointly, Corning Natural Gas Corporation (Corning), the National Grid utilities 

(Brooklyn Union Gas Company (National Grid NY), KeySpan Gas East Corporation 

(National Grid LI), and Niagara Mohawk Power Corporation (NMPC), collectively 

“National Grid”), National Fuel Gas Distribution Corporation (NFG) and New York State 

Electric & Gas (NYSEG) and Rochester Gas & Electric Corporation (RG&E) filing 

jointly.  These comments are summarized in Appendix A. 

 In conformance with the State Administrative Procedure Act, a Notice of 

Proposed Rulemaking concerning this proceeding was published in the State Register on 

March 18, 2009.  The SAPA §202(1) comment period expired on May 4, 2009.  Multiple 

Intervenors (MI) submitted comments on April 30, 2009 and its comments are 

summarized in Appendix A. 
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DISCUSSION 

 The utilities provided numerous comments regarding the deferral 

mechanism proposed in the December 2008 Order.  Their comments focus on the 

proposed conditions required before we grant deferral authority, which costs may be 

deferred, and the time period to which the proposed deferral mechanism applies. 

 Upon consideration of all comments, we authorize a one-time deferral.  

Each utility will have the opportunity to make a deferral filing subject to the following 

conditions:  (1) amounts the utility seeks to defer must represent unrecovered incremental 

costs attributable to the voluntary actions requested by Staff related to the 2008-2009 

winter heating season; and, (2) deferrable costs will include incremental uncollectibles, 

incremental working capital costs on arrearages, and incremental external costs directly 

related to outreach and education activities informing customers of payment options, 

programs available to assist customers during this period, and customers’ rights and 

protections. 

 Utilities retain the opportunity to file petitions for deferral of costs, 

including incremental uncollectible expense unrelated to the voluntary measures.1  

Traditionally, we require that deferral accounting requests meet the following three 

conditions:  (1) a demonstration that the subject costs are incremental to the related 

amounts reflected in current rates, (2) the amount to be deferred must be material to the 

utility’s earnings and extraordinary in nature,2 and (3) the utility cannot be over-earning.  

These traditional criteria for cost deferral provide sufficient protection for utilities and aid 

in setting just and reasonable rates. 

                     
1  On February 12, 2009, Central Hudson filed such a petition requesting authority to 

defer increased bad debt expenses, in Case 09-M-0140, Petition of Central Hudson Gas 
& Electric Corporation for the Authority to Defer Bad Debt Net Write-off Expense for 
the Year Ended 12/31/08.  

2  In a recent case we explained material and extraordinary as an expense exceeding 3-
5% of net income, depending on the circumstances.  This threshold is consistent with 
the Uniform System of Accounts for Natural Gas Companies Part 201.7, which defines 
an extraordinary item as more than approximately 5% of income.  Case 07-G-1411, 
Order Denying Deferral (issued March 27, 2008). 
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Deferral Conditions and Applicability 

 Several utilities assert that the proposed standards for cost deferral should 

be relaxed substantially, and that we should permit deferral and recovery of a wide range 

of costs attributable to the economic downturn.  For example, National Grid asserts that 

the deferral criteria set forth in the Order Instituting Proceeding are too restrictive to offer 

meaningful rate relief.  NFG asserts that the proposed deferral conditions amount to the 

same criteria currently applicable to all utility deferral petitions.  Corning and Con Edison 

suggest that the proposed conditions might be more stringent than those imposed on 

utilities seeking traditional deferral authority.  NFG opposes applying the proposed 

standards to incremental expenses arising out of the voluntary measures requested by 

Staff, and suggests that we allow utilities to recover any costs incurred as a result of 

implementing those measures.  All utilities argue that the proposed materiality threshold, 

5% of net after-tax income, is too restrictive. 

 Several utilities, including NFG and Con Edison, claim that the deferral 

conditions specified in the Order provide a disincentive for utilities to comply with the 

identified voluntary actions intended to assist vulnerable customers.  NFG and others 

argue that these criteria will have the effect of penalizing utilities for their cooperation 

with Staff. 

 We are persuaded that our traditional criteria for evaluating deferral 

requests should not be applied to the incremental costs of the voluntary measures 

identified in this Order.  We agree that utilities should not be penalized for their 

cooperation.  In providing additional voluntary assistance to vulnerable customers at 

Staff’s request, utilities likely have incurred, and will likely continue to incur, 

incremental costs.  These costs include increased working capital requirements, 

uncollectible expense and outreach expenditures.  We conclude that utilities should be 

permitted to defer reasonable, documented uncollectible expense and working capital 

costs attributable to the voluntary measures identified herein, subject to the requirement 

that they are not recovered elsewhere in rates.  Such costs may be attributable to either 

voluntary measures newly adopted for the 2008 – 2009 winter heating season, or to 
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incremental costs incurred during this winter heating season, attributable to voluntary 

measures continued from past winter heating seasons. 

 In addition to uncollectible and working capital costs, utilities may also 

request deferral of reasonable incremental external costs directly related to outreach and 

education activities to inform customers of payment options, assistance programs and 

their rights and protections.  National Grid argues that we should allow recovery for 

increased expenditures on collection activity because the activity assists in minimizing 

uncollectible expense, thus benefiting utility ratepayers.  Because the primary beneficiary 

of the increased collections activity is the Company itself, we do not consider increased 

collection activity costs related to the voluntary measures sought by Staff to assist 

customers, and we will not consider requests for deferral of such costs in this proceeding. 

 We recognize that adoption of the voluntary measures has, for many 

utilities, resulted in fewer residential service terminations during the 2008 – 2009 winter 

heating season than in the prior year, despite an increase in the number of accounts 

subject to termination.  Accordingly, Staff has encouraged utilities to consider the 

individual circumstances of customers subject to immediate termination at the close of 

the winter heating season.  Staff has encouraged the utilities to work with those 

customers, providing them with additional time to develop the means to continue paying 

for utility service, now that heating expense -- the largest portion of most residential 

energy bills -- is minimized. 

 At the behest of Governor Paterson, Staff has also asked utilities to expand 

their efforts to inform residential and non-residential customers of their rights and 

protections concerning service termination, as well as potential payment assistance 

programs.3  These initiatives benefit customers currently lacking the ability to pay their 

energy bills, by providing needed information and flexibility in avoiding service 

termination.  These measures benefit ratepayers in general, because some short-run 

 
3 For example, the Office of Temporary and Disability Assistance reports that both 

emergency and regular HEAP payments are available past the end of the winter 
heating season, until May 15, 2009. 
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assistance may enable the affected customers to continue as contributing members of the 

pool of ratepayers over the long-term.  Continuing to spread a utility’s revenue 

requirement across the broadest possible pool of ratepayers keeps the contribution 

required of each individual ratepayer as low as possible. Therefore, we will permit 

deferral of reasonable, unrecovered, incremental working capital requirements, 

reasonable incremental uncollectible expense and reasonable incremental external costs 

of outreach and education activities, incurred between April 15 and June 30, 2009, upon a 

demonstration that the additional voluntary measures were adopted by the utility and that 

the incremental costs are attributable to these additional voluntary measures. 

 The following guidelines apply to the measurement and quantification of 

incremental costs.  Incremental uncollectibles expense shall mean the incremental net 

write-offs of the accounts that benefited from the voluntary measures attributable to the 

2008-2009 winter heating season.  Incremental working capital costs for the increase in 

uncollectibles and arrears attributable to the 2008-2009 winter heating season period shall 

mean the calculation of the average balance of arrears on accounts that benefited from the 

voluntary measures multiplied by a utility’s rate of return. 

 Utilities retain the opportunity to file requests for deferral of extraordinary 

expenses subject to our traditional criteria for expenses not specifically described above, 

such as incremental uncollectible expense not associated with the voluntary measures.  

Regarding such expenses, our concern remains ensuring the continued financial health of 

the utilities most affected by increases in arrears and uncollectible expense.  Our intent 

was not to make utilities immune to the financial downturn, indeed, in its comments, 

NFG noted that the Order Instituting Proceeding “properly makes no such proposal.”  

After reviewing all the comments from utilities, we are convinced that deferral authority 

subject to our traditional conditions sufficiently protects utility cash flow, earnings and 

access to capital. 
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Period for Which Deferral of Costs May Be Sought 

 Several utilities assert that we should not limit deferral of costs in this 

proceeding to the 2008-2009 winter heating season.  Con Edison claims that limiting 

deferral to costs incurred during this period ignores the fact that, due to the current 

economic crisis, uncollectibles began to rise prior to this period and, Con Edison asserts, 

will continue to rise after the winter heating season ends.  NYSEG and RG&E suggest a 

longer period, October 1, 2008 – May 31, 2009.  Central Hudson seeks clarification as to 

what time period the winter heating season includes, and notes that many customers 

carried arrearages from the summer months into the winter heating season.  National Grid 

contends that due to the continuing and increasing weakness in the economy, expanding 

any proposed relief beyond the 2008-2009 heating season should be explored. 

 We reiterate that we established this proceeding specifically to determine 

whether special ratemaking procedures are necessary to deal with the potential additional 

financial strain of increased arrears and uncollectibles expense due to the peak seasonal 

energy use for winter heating and the additional costs arising from the voluntary actions 

undertaken during the November 1, 2008 – April 15, 2009 winter heating season.  As 

discussed above, we recognized that the adoption of the voluntary measures has 

contributed to a higher than usual number of potential service terminations immediately 

following the close of the winter heating season.  Consequently, Staff asked the utilities 

to expand their outreach and education efforts and provide customers with further 

opportunities to develop solutions before terminating service.  Therefore, we will permit 

utilities deferral of reasonable, unrecovered, incremental working capital requirements, 

reasonable incremental uncollectible expense and reasonable incremental external costs 

of outreach and education activities, incurred between April 15 and June 30, 2009, upon a 

demonstration that the additional voluntary measures were adopted by the utility, and that 

the incremental costs are attributable to these additional voluntary measures.  Concerning 

residential service terminations, we expect that utilities will continue to transition, 

through June 30, 2009, from the voluntary measures taken during the heating season to 

their long standing historical practices.  To the extent a utility adopts residential service 
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termination practices that are more stringent and provide less protection to customers 

than its historical practices, such changes and the associated effect on the utility's costs 

will be considered in our review of its deferral petition. 

 Central Hudson sought clarification regarding whether this proceeding 

addresses uncollectibles actually written off as bad debt during the winter heating season, 

or uncollectibles written off later, but resulting from customer usage during the winter 

heating season.  The uncollectibles addressed in this proceeding are those resulting from 

customer usage during the 2008 - 2009 winter heating season.  Once again, we note that 

utilities retain the opportunity to file a traditional petition for authority to defer 

extraordinary expenses not recovered here. 

Other Issues 

 Some utilities voiced concern that actual bad debt write-offs for the 2008-

2009 winter heating season will not be known until later in calendar year 2009, and in 

some cases, not until early in calendar year 2010.  Thus, the utilities cannot presently 

quantify the costs addressed here.  We appreciate this logistical difficulty, and therefore 

do not require an immediate filing to obtain the relief outlined in this Order.  Once each 

utility quantifies these costs, the utility may then file a petition requesting deferral 

authority.  The utilities should include supporting documentation with such petitions.  We 

will consider each petition individually to determine whether the authority requested is 

reasonable and in accordance with the conditions set forth in this Order. 

 The Order Instituting Proceeding envisioned our consideration of the 

utilities’ deferral requests within approximately 90 days.  Upon review of the filed 

comments, the potential complexities in calculating the costs to which deferral under this 

Order applies, and the necessary examination of significant volumes of documentation, 

we no longer anticipate that all filings can be considered within such an abbreviated 

period of review.  Nonetheless, our desire to act quickly on the anticipated deferral 

requests continues, and we therefore direct Staff to review such filings as expeditiously as 

possible. 
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 In response to our invitation, some utilities proposed specific mechanisms 

and amortization periods for the recovery of costs deferred as a result of this proceeding.4  

We decline to address these proposals at this time.  In general, these matters are best 

considered in the context of each utility’s specific circumstances, and will instead be 

considered on a case by case basis if and when each utility submits its petition for 

deferral authority allowed under this Order. 

 Several utilities proposed alternative ratemaking procedures, including 

reconciliation mechanisms allowing recovery of actual uncollectibles expense and 

working capital impacts, thus reducing the utilities’ exposure to variance in actual 

uncollectible expense from the amount recovered in rates.  We choose not to adopt those 

proposals in this proceeding.  Many of the proposed mechanisms were highly company 

specific, and thus not appropriately addressed in a generic proceeding such as this.  

Additionally, in setting a utility’s rates, we consider the business risks a utility faces in 

setting the allowed rate of return.  The utilities’ presently allowed rates of return do not 

reflect the reduced business risk such reconciliations would provide. 

 MI argues that, should we allow recovery for increased uncollectible 

expense and arrearages, we should refrain from creating or exacerbating interclass 

subsidies between customer types or service classifications.  In this Order, we are not 

actually approving deferral authority, nor are we establishing any specific recovery 

mechanisms.  Therefore, we decline to address MI’s recommendation at this time.  When 

we evaluate utilities’ individual petitions seeking deferral authority and recovery, which 

may be filed as a consequence of this Order, we will consider MI’s concerns. 

 

CONCLUSION 

 We will allow a one-time deferral of the unrecovered incremental costs 

attributable to the specified voluntary actions that the utilities undertook during the 2008-

                     
4 For example, NFG suggests that utilities seek recovery of deferred costs in an 

appropriate rate proceeding, while National Grid proposes that its constituent utilities 
recover particular deferred costs through various existing adjustment clauses. 
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2009 winter heating season and immediately thereafter.  We will not subject such 

petitions for deferral to our traditional materiality or over-earnings conditions because the 

utilities incurred these incremental costs through voluntarily complying with Staff 

initiatives.  We will allow deferral of the following costs, not already recovered through 

rates:  (1) incremental uncollectibles; (2) increased working capital costs on arrearages 

resulting from such actions; and, (3) incremental external costs directly related to 

outreach and education activities informing customers of payment options, programs 

available to assist customers during this period, and customers’ rights and protections.  

Each utility seeking deferral authority must make a filing, and identify the actual 

incremental costs resulting from the voluntary actions identified in this Order.  Due to the 

timing of account collections and write offs to revenues billed during this specified 

period, we expect that the utilities will not be able to make such a filing until at least the 

fall of 2009. 

 

The Commission orders: 

 1.  Subject to the conditions set forth in this Order, each utility that 

undertook one or more voluntary measures, identified in the body of this order for the 

2008-2009 winter heating season, may make one request for deferral of incremental costs 

resulting from those measures, as delineated in the body of this Order. 

 2.  Recognizing that the monetary amounts for which deferral would be 

sought are not yet known, and that each utility utilizes different time periods before 

uncollectibles are written off, each utility making such a deferral request shall do so at the 

earliest possible date once such expenses are quantifiable. 

  3.  This proceeding is continued. 

     By the Commission, 
 
 
 
  (SIGNED)  JACLYN A. BRILLING 
       Secretary 
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  Appendix A 
ANALYSIS OF COMMENTS 

Central Hudson 

A. Background: 

Central Hudson reports that its current Rate Plan established fixed 

electric and gas rate allowances of .51% electric and .92% gas for delivery and 

commodity uncollectible expense, based on historical bad debt experience, 

through December 2005.  Given the current economic conditions, however, the 

Company believes there is still significant financial exposure to utilities in that 

commodity and delivery collections may be insufficient to cover actual bad debt 

write-offs. 

For instance, the Company states that it has seen a 28% increase 

over December 2007 in the number of accounts with balances more than 120 days 

in arrears and a 64% increase over December 2006.  It continues, noting that the 

dollar amount of balances over 120 days old increased by $2.4 million, or 58%, 

during 2008.  The Company reports that during 2008, it wrote-off over $6.6 

million of its accounts receivable balances, which exceeded the amount it 

recovered through rates by over $1.8 million.  The Company expects that, 

applying the current uncollectible allowances, the Company’s 2009 budgeted 

revenue will result in a shortfall of $2.2 million.  In its current rate case 

proceeding, the Company is proposing to continue similar treatment of the 

uncollectible expense allowance factors using updated percentages, but with 

deferral treatment on the variance between the actual bad debt experience and 

what is recovered in rates. 

B. Voluntary Actions Taken by Central Hudson: 

The Company reports that it is accepting all HEAP payments and 

ensures that customers receive all benefits to which they are entitled.  Central 

Hudson states that it provides special protections for customer accounts with an 

identification code of elderly, blind or disabled, and refrains from locking 

accounts during periods of extreme weather.  Central Hudson states that it has 

continued its annual winter outreach plan, informing customers about payment 

options, programs and services available for assistance.  The Company states that 
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it has implemented its annual Essential Service Apparatus Program, installing load 

limiters that ensure sufficient electricity for basic heating, lighting, refrigeration 

and cooking needs in lieu of locking residential accounts for non-payment.  

Central Hudson reports that it is utilizing unexpended funds from the Enhanced 

Powerful Opportunity Program (EPOP) to offer a supplemental benefit of $200 or 

$300 to eligible low-income customers.  The Company notes that accepting Staff’s 

recommendations each year has had a negative impact on its accounts receivable 

and increased its bad debt expense. 

C. Central Hudson’s Comments on the Commission’s Proposal: 

Central Hudson seeks clarification of three issues.  First, the 

Company asks what dates define the 2008-2009 winter heating season, the 

Company believes this to mean November 1, 2008 – March 31, 2009.  Second, the 

Company asks whether the Order is considering (1) actual net bad debt write-offs 

during the specified time frame, or (2) the actual net bad debt write-offs, occurring 

later, but resulting from customer usage during this time frame.  Third, Central 

Hudson is unclear as to how exactly to determine if the uncollectible expense is 

specifically related to the winter period.  The Company notes that many customers 

are carrying arrearages into the winter months from the summer months, and seeks 

these clarifications to help in its current consideration of a petition for ordinary 

deferral authority for calendar year 2008 bad debt expense. 

The Company can demonstrate that uncollectible expense recoveries 

allowed under the current rate plan have not been adequate to recover the actual 

net bad debt.  During 2008, the Company estimates a shortfall of more than $1.8 

million.  Commission authorization to provide deferral treatment for future 

recovery of that shortfall would provide the necessary relief. 

Central Hudson maintains that relief in the form of deferral 

treatment is warranted.  Central Hudson maintains that, while the Order specifies a 

materiality threshold of 5% of net income, the Commission has typically applied a 

3-5% of net income materiality threshold. 
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Without further clarification, the Company believes it is premature 

to address specific rate mechanisms.  Central Hudson states that it has available 

electric deferred credit balances that could be used to record the deferrals against, 

and suggests that a special interim delivery rate surcharge mechanisms could be 

employed to recover additional uncollectible expense, above what is currently 

provided for in rates. 

Con Edison and O&R 

A. Background: 

Con Edison reports that its 2008 uncollectible expense is $7 million 

more than its rate allowance.  O&R reports that its 2008 uncollectible expense is 

$100,000 more than its rate allowance of $3.1 million.  Con Edison states that its 

residential 60-day arrears increased by 20%, or $39 million, representing 11%, or 

43,000, more customers in arrears between December 2007 and December 2008.  

In that same interval, O&R reports that its residential 60 day arrears increased 

36%, or $1.7 million, representing 20%, or 2,600, more customers in arrears.  

Between 2007 and 2008, Con Edison reports experiencing a 20% increase between 

2007 and 2008 in the number of payment agreements, representing an increase of 

34%, or $18.9 million, at risk under these agreements.  Similarly, O&R reports an 

increase of 36% in the volume of payment agreements, and an increase of 41%, or 

$2 million, in the amount at risk. 

Con Edison and O&R report that they are attempting to mitigate 

these increases through a number of measures, including adding staff to their bill 

collection department to maintain continued customer payment of utility bills.  

The Companies report that efforts to mitigate the rise in uncollectibles have also 

resulted in increased expenses.  The Companies state that they are working hard to 

balance decreasing uncollectibles while aiding customers in need, but increasing 

number of customers need support. 

B. Voluntary and Required Actions Taken by Con Edison and O&R: 

Con Edison and O&R state that they are accepting all HEAP 

payments, including accepting HEAP payments as a down payment for a Deferred 
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Payment Agreement (DPA), providing customers with the opportunity to enter 

into DPAs and referring customers to Social Services for additional assistance.  

The Companies further state that they are not terminating service to elderly, blind 

or disabled customers, and to all residential customers during extreme cold 

weather periods.  The Companies state that refraining from residential 

terminations has benefited many customers and that the Companies’ efforts will 

result in additional costs which cannot yet be estimated. 

C. Comments on the Commission’s Proposal: 

The Companies state that the five conditions described in the Order 

are similar to, if not more stringent than, those traditionally imposed upon a utility 

filing a petition to defer extraordinary expenses.  For instance, the Companies state 

that the proposed requirements not only impose additional conditions for deferral, 

but the Companies argue, requiring the utility to prove that it balanced the need to 

aid vulnerable customers while lowering the level of arrears and uncollectibles is 

both difficult to achieve and prove.  The Companies state that a decrease in the 

level of service terminations will lead to an increase in the amount of arrearages, 

and ultimately uncollectibles.  The Companies believe that the Order does not 

provide a clear rationale for the added requirements. 

The Order limits the recovery of uncollectible costs to a specified 

time frame, the winter period 2008-2009.  The Companies argue that this ignores 

the fact that uncollectibles began rising prior to winter 2008-2009.  They continue, 

stating that the Order does not provide sufficient relief for these continuing costs 

after that time period, nor does it address the likelihood that any uncollectible 

write-offs for winter 2008-2009 will not actually occur until late summer 2009 at 

the earliest.  The Companies report that any prediction of the amount of 

uncollectibles for winter 2008-2009 is premature until a much later point in time.  

The Companies believe that providing utilities with currently available relief, 

without relaxing the traditional tests, does not address the disincentive for utilities 

to take actions to aid customers that are likely to increase their uncollectible 

expenses. 
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D. Con Edison and O&R’s Alternative Proposals: 

Con Edison and O&R argue that the Commission should implement 

accounting mechanisms that will provide utilities with assured relief for the 

increase in uncollectible costs.  They suggest that this should be done through an 

adjustment mechanism or annual reconciliation of uncollectible costs compared to 

the amount currently allowed in rates.  The Companies state that these 

mechanisms would not limit the recovery of these costs to the 2008-2009 winter 

period as suggested by the Commission.  They believe that a monthly adjustment 

mechanism would permit real time recovery of incremental costs for uncollectibles 

above the level included in rates.  They explain that the annual reconciliation 

mechanism would compare the level allowed in rates to actual expenditures for 

uncollectibles as well as costs associated with uncollectibles.  The Companies 

argue that these mechanisms would ensure full and timely recovery of incremental 

costs associated with utility initiatives and proactive customer-focused efforts, 

removing any disincentives utilities may have to increase uncollectible expenses.  

Additionally, the Companies argue that the Commission should consider 

establishing an incentive program, such as targets and rewards for achieving 

specific participation levels in payment programs. 

Corning 

A. Background: 

Corning reports that it is a small utility whose revenues can be 

largely affected by swings in arrears and uncollectibles.  Corning states that 

employment changes at the few major employers in the area, such as layoffs, have 

a ripple effect on arrearages and uncollectibles as these changes directly impact 

their utility customers.  Additionally, Corning reports that it has substantial 

financial exposure because its delivery and commodity uncollectible expenses are 

bundled; it recovers both through a fixed base rate cost estimate. 

Corning reports filing deferral petitions in the past to deal with the 

unpredictable nature of uncollectibles.  Corning states that the deferral process 

tends to be without a regular schedule or process designed to yield results within a 
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certain period of time and can be improved substantially by utilizing a more 

standard, uniform approach.  Corning is in the midst of a gas rate case (08-G-

1137), and expects that its comments here will be largely transferable to the rate 

case.  Corning anticipates that the “final” mechanism for addressing 2008-09 

winter period arrearages and uncollectible expense will be formulated in the rate 

case, based on the results of this proceeding. 

B. Corning’s comments on the Commission’s Proposal: 

Corning argues that the conditions proposed in the Order need to be 

modified or eliminated, or it and other utilities will be in a worse position under 

the new approach than if the current approach were continued.  Corning states that 

the first condition, taking actions to minimize service terminations while 

simultaneously minimizing uncollectible expenses, imposes an evidentiary burden 

on the utility to demonstrate that it is achieving a perfect balance between 

avoiding shut-offs and collecting what is due.  Corning continues, arguing that 

demonstrating this each time deferral of uncollectible expenses is requested, when 

little is likely to change from year to year, seems to be an inefficient use of 

resources and would be more appropriately conducted in the context of an audit or 

in a rate proceeding. 

Corning believes the second condition, that any recovery authorized 

in this proceeding not duplicate current rate treatment, represents a valid concern 

which would be easily demonstrated by showing the computation of the overage 

versus the amount currently allowed in rates.  Similarly, Corning believes the 

fourth condition, requiring that the Company not be in an overearnings position 

after any proposed deferral or additional relief, is reasonable and consistent with 

Commission practice. 

Corning understands the third condition to mean that the utility must 

show that it deserves to be protected from a certain amount of risk if a proposal for 

deferral of uncollectible expense is to be entertained.  Corning believes this to be a 

vague requirement that would be either impossible to satisfy or conducive to 

mischief in its application.  Furthermore, Corning believes the third condition is 
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unnecessary, as there are no rate plans that eliminate all risk or even reduce it 

substantially.  Corning remains subject to a number of risks that exceed the risk 

inherent in uncollectible expense.  Corning states that the greatest risk, perhaps, is 

customer usage, particularly for large industrial, commercial and institutional 

customers.  If there is a specific concern about the need for protection from the 

risk of inaccurate allowances for uncollectible expense, Corning suggests that 

issue should be raised in response to a company’s individual filing. 

Corning believes the fifth condition, imposing a materiality 

threshold of 5%, is unnecessarily restrictive.  Corning argues that it is at the upper 

end of the 3-5% range that the Commission recently cited, and involves “threshold 

creep” inconsistent with what Corning states was the Commission’s definitive 

discussion, less than one year ago, of the materiality threshold for deferrals in 

Case 07-G-1411.  Corning would prefer to see the threshold set at 1% of net 

income after taxes, but in the interest of consistency and predictability, the 

threshold should be stated as no higher than 3%.  Corning believes that this is 

warranted as uncollectible expenses are an especially uncontrollable expense, and 

no matter how rigorously the Company has attempted to project arrearages and 

uncollectible expense, these costs usually exceed the projected amounts. 

C. Alternative Proposal in Corning’s Current Rate Case: 

In Corning’s current rate case, it reports proposing a deferral and 

recovery mechanism that, beginning with the first year in which the mechanism 

takes effect and continuing each year thereafter, compares the actual uncollectible 

expense, both delivery and commodity, for the twelve months ending August 31 

with the amount allowed in rates.  If the actual amount exceeds the allowed 

amount by more than 1% of net income on an after-tax basis, Corning proposes to 

recover the entire amount of the overage.  Corning further proposes unbundling 

the delivery and commodity portions of the uncollectible expense.  Corning 

proposes including the deferred commodity portion in its annual Gas Adjustment 

Clause reconciliation, and recovering the deferred delivery portion in its next rate 

proceeding.  Corning also seeks a return on working capital corresponding to the 
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amount deferred for the commodity and delivery portions until full recovery.  

Corning believes that by using time periods consistent with the current GAC 

reconciliation mechanism, its proposal provides a regular schedule for addressing 

uncollectible expense issues, as well as a degree of efficiency by combining 

filings.  Corning believes recovery of uncollectible expenses incurred over a one-

year period should occur over a like period, to avoid a build-up of expenses 

requiring recovery.  However, it continues, providing for delayed commencement 

of recovery of deferred delivery uncollectible expense serves the interest of 

minimizing bill impacts by spreading the recovery over more than one year. 

National Grid 

A. Background: 

National Grid believes that special rate or deferral mechanisms are 

warranted as it reports the percentage of accounts more than 60 days in arrears as 

higher by 4.49% to 17.43% in November 2008, compared to November 2007.1 In 

an effort to minimize uncollectible expense, the Companies state that they have 

pledged shareholder contributions to the Care & Share and Neighborhood Fuel 

Funds, implemented a telephone and direct mail campaign to encourage eligible 

customers to apply for HEAP, and implemented a customer management protocol, 

which monitors customer payment patterns and intervenes before arrears become 

overwhelming.  National Grid is also increasing collections calls and field 

collection activity.  Notwithstanding these efforts, the Companies’ arrearages 

continue to rise. 

B. Voluntary and Required Actions Taken by National Grid:  

National Grid states that its constituent utilities (the Companies) are 

accepting regular and/or emergency HEAP grants and offering financially stressed 

customers fair and reasonable deferred payment agreements.  The Companies 

report refraining from scheduling service terminations on days when the weather 

                                                 
1 National Grid’s Joint Comments state “Comparing November 2008 to November 

2007, the Companies are seeing accounts in more than 60 day arrears higher by 
from 4.49% to 17.43%.”  “From” was treated as a typographical error. 
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is forecast to be at or below 32 degrees, and continuing voluntary moratoriums on 

winter terminations for the elderly, blind and disabled. 

The Companies report expanding outreach and education programs, 

which provide information on energy saving tips, billing options, energy 

efficiency programs and programs targeted to low-income customers.  Downstate, 

National Grid NY & LI support “On Track” programs and upstate NMPC 

administers the “AffordAbility” program.  These programs educate customers on 

arrears management and provides for certain arrears forgiveness.  The Companies 

have also provided training and tools to their customer service representatives to 

prepare them for customer high-bill inquiry conversations and have specially 

trained representatives to assist those customers that are the most vulnerable. 

C. National Grid’s Comments on the Commission’s Proposal: 

National Grid notes that the Order appears to limit proposed 

deferrals to the current heating season, yet it is difficult even for the experts to 

predict when the economy will improve.  They argue continuation of one or more 

of the deferral mechanisms beyond the current heating season may be warranted. 

The Companies believe the materiality condition is too restrictive, 

arguing that the Commission should be open to tailoring the relief and the 

conditions for recovery based on the specific recovery mechanism and 

circumstances of each utility.  They state that incremental costs of items such as 

commodity-related uncollectible expense and working capital, the uncollectible 

expense rate and the cost of bad debt mitigation measures may not rise to the 5% 

materiality threshold, which National Grid believes is at the high end of the 

Commission’s precedents regarding other deferrals.  National Grid states that, in 

the aggregate, these increased costs may detrimentally affect the Companies’ 

reasonable access to capital markets.  National Grid suggests that, if the 

Commission decides to hold to this materiality threshold, it should permit the 

aggregation of the incremental costs driven by these factors. 
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D. National Grid’s Alternative Proposals: 

The Companies state that they have engaged in bad debt mitigation 

efforts, which are over and above the Companies’ rate allowances for collection 

costs by nearly $8 million in the first year.  The Companies believe these 

accelerated efforts will redound to the benefit of the Companies’ customers, and 

therefore urge the Commission to allow recovery of these incremental costs 

through the same rate mechanism as the incremental uncollectible expense. 

National Grid states that none of its constituent companies’ rate 

plans address increased working capital needs associated with higher customer 

arrearages.  National Grid explains that National Grid NY and National Grid LI’s 

rate plans provide relief for increased working capital requirements resulting from 

higher gas costs, but that NMPC currently operates under gas and electric plans 

that do not adjust to increased purchased gas/electricity working capital 

requirements as a result of higher gas or electricity costs.  National Grid proposes 

that NMPC be permitted to defer incremental, commodity-related working capital 

costs for its gas business until new gas rates go into effect, and for its electric 

business until such time the Commission determines.  Regarding National Grid 

NY, National Grid LI and NMPC gas, National Grid suggests that these costs be 

recovered through their GAC/MCG statements in the normal course of 

reconciliation, subject to amortization over two reconciliation periods as necessary 

to mitigate bill impacts.  National Grid further suggests that NMPC electric 

recover these costs through the CTC reset. 

National Grid states that each of its utilities is subject to fixed 

uncollectible expense rates that were determined prior to the current economic 

turmoil.  National Grid argues that NMPC is at a substantially higher risk in that it 

still recovers commodity-related uncollectible expenses through a fixed rate 

allowance.  National Grid proposes that the Companies be permitted to defer 

uncollectible expense in excess of the uncollectible expense provided for in their 

respective rate plans.  National Grid suggests that NMPC electric recover such 

costs through its CTC reset while NMPC gas, National Grid NY and National Grid 
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LI recover these costs through a mechanism that applies on an equitable basis to 

the Companies’ sales and transportation customers, such as a delivery rate 

surcharge.  National Grid explains that it is sensitive to concerns regarding bill 

impacts, but recommends that the amortization period for this and other proposed 

deferrals be no more than two years. 

NFG 

NFG limited its comments to a discussion of the Commission’s 

proposed criteria.  NFG maintains that, while the Commission fairly acknowledges 

that utilities should be recognized for adopting the voluntary measures sought by 

Staff, the Order improperly denies recovery of costs arising from those measures 

unless the utilities can show they are “materially” harmed.  NFG understands that 

utilities cannot expect to be made immune to financial downturns, thus NFG states 

that it does not oppose the application of the traditional threshold standard for 

deferral of uncollectible expense increases due to high natural gas prices, a 

weakened economy, and uncertain financial markets.  However, NFG argues, this 

standard should not apply to requests for deferral of higher costs arising from the 

voluntary measures the utilities adopted at Staff’s request.  NFG states that in 

discussions leading to the Order, while staff did not state that recovery of higher 

uncollectible costs would be guaranteed, recovery was not ruled out.  NFG 

explains that it reasonably believed it would be protected from such incremental 

costs out of a sense of fair play. 

NFG argues that although the Order seeks rate mechanisms to assist 

utilities who undertook the requested voluntary measures, the conditions proposed 

in the Order amount to the deferral authority ordinarily available to utilities.  NFG 

explains that although it is too early to estimate an increase attributable solely to 

the measures, an increase is inevitable, and, absent deferral authority, some 

amount of uncollectible expense will be absorbed by shareholders.  NFG does not 

believe the increase in uncollectible accounts expense will rise to the 5% 

materiality threshold proposed in the order.  NFG claims that setting a 5% 

threshold will likely have the effect of penalizing utilities for cooperating with 
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Staff and the Commission.  NFG states that deferral of uncollectible accounts 

expense not resulting from the voluntary measures should be granted upon a 

showing by the utility that meets the standard conditions for deferred expense 

accounting.  NFG suggests that for costs incurred from the voluntary measures, the 

Commission adopt a procedure summarily authorizing deferral, subject to Staff’s 

review and audit in a subsequent rate (or other suitable) proceeding. 

NYSEG and RG&E 

A. Background: 

NYSEG and RG&E report experiencing a continued increase in 

uncollectible expense.  Comparing net uncollectible expense in calendar year 2007 

and 2008, RG&E reports a 70% increase in net uncollectible expense, while 

NYSEG reports a 10% increase.  The Companies also claim that accounts with 

arrears greater than 120 days are increasing at an alarming rate, which has created 

a serious cash flow burden.  The Companies state that despite their efforts to 

control uncollectible amounts, those amounts continue to increase, and are 

exacerbated by the voluntary actions the Companies have taken to benefit 

customers.  The Companies maintain that the increase in uncollectible amounts 

continues to negatively impact earnings, cash flow and financial flexibility. 

Currently, the Companies recover delivery uncollectible expense 

through a fixed amount built into delivery rates, based on four or five year 

averages of historical net write-offs.  The Companies have commodity 

uncollectible expense recovery mechanisms, which either allow for an adjustment 

(electric businesses), or an adjustment and reconciliation (gas businesses).  

Additionally, the Companies report that they purchase accounts receivable from 

Energy Service Companies at a discount to compensate for uncollectible costs.  

The Companies state that both their discounts are adjusted annually, NYSEG’s 

based on one year historical experience, including a .15% adder to compensate for 

risks of increasing uncollectible costs, and RG&E’s based on a five year rolling 

average.  The Companies maintain that the amount allowed for uncollectible 

expense in 2008 rates through these mechanisms does not come close to 
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accommodating their actual expense.  The companies explain that they lack true-

ups or reconciliation mechanisms for the difference between delivery uncollectible 

rate allowances and actual costs, and that the methodologies in place to adjust 

supply uncollectible expenses are based on historical assumptions that are no 

longer valid given the current economic crisis. 

B. Voluntary and Required Actions Taken by NYSEG and RG&E: 

The Companies report that they are accepting all HEAP payments 

and will consider using HEAP as a down payment for customers requiring a 

deferred payment agreement.  The Companies state that they refrain from service 

terminations when the temperature is below 20 degrees, take into account 

forecasted storms, and have extended additional protections to elderly, blind and 

disabled customers.  The Companies report training collections personnel 

regarding these measures. 

The Companies state that they are offering payment agreements to 

financially stressed customers, expanding bill payment options, and offering 

incentive opportunities for customers who enroll in budget billing and/or 

electronic funds transfer.  The Companies report developing a Matching Incentive 

Payment Program, providing grants and matching funds to eligible customers 

facing disconnection.  The Companies have also increased funding for Project 

Share and RG&E/Red Cross Heating Funds. 

The Companies report engaging in outreach and education, 

providing information on available bill payment options, using energy wisely, 

commodity prices, managing heating bills, budget billing and other financial 

coping strategies.  The Companies report placing door hangers to remind 

customers to pay their bills, and making calls to customers who are behind on their 

bills and in danger of service termination. 

C. NYSEG and RG&E’s Comments on the Commission’s Proposal: 

The Companies opine that the materiality threshold of 5% of net 

income on an after-tax basis suggested in the Order is too high.  The Companies 

suggest the Commission instead adopt the 0.05% of common equity standard, 
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found in 16 NYCRR section 48.1, to allow for recovery of additional uncollectible 

expense.  The Companies further note that their proposals, outlined below, would 

void the need for a materiality threshold. 

D. NYSEG and RG&E’s Alternative Proposal: 

The Companies suggest that they be allowed a reconciliation of anticipated 

and actual uncollectible expense.  They maintain that their proposals are warranted 

because their current rate plans were developed in a different economic climate 

and neither they nor the Commission were able to anticipate the current economic 

crisis.  They state that their proposals will not duplicate recovery of costs nor 

cause the Companies to be in an overearnings situation. 

The Companies propose that for electric and gas delivery service, 

uncollectible expense embedded in the existing delivery rates be reconciled to 

actual uncollectible expense experienced by the Companies for October 1, 2008 – 

May 31, 2009 via a fully symmetrical true-up.  Noting the lag between provision 

of service and an account becoming uncollectible, the Companies suggest the true-

up calculation be based on a detailed filing submitted by the Companies in 

September 2009.  The Companies suggest the true-up would be accomplished 

through a credit or surcharge immediately following the September 2009 filing. 

For electric supply service, the Companies propose a reconciliation from 

projected uncollectible expense to actual supply-related uncollectible expense.  

The Companies suggest that upon making their proposed September 2009 filing, 

they be authorized to recover the reconciliation amount from supply customers via 

a surcharge mechanism, as part of the overall reset of the supply cost recovery 

mechanisms or by adding to or subtracting from the Public Benefit Adjustment 

balances created as part of the recent merger proceeding. 

Multiple Intervenors 

MI states that it does not advocate any positions on most of the issues 

identified in the Order Instituting Proceeding. MI notes that it does not oppose the 

adoption of temporary measures to protect the financial integrity of utilities and 

ease financial burdens on customers.  However, MI urges the Commission to 
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refrain from creating, or exacerbating, interclass subsidies by ensuring that any 

allowed deferrals be calculated, and recovered, in a manner specific to customer 

type or service classification. 

According to MI, historically, electric and gas utilities experience much 

lower percentages of uncollectible expense and arrearages in serving large non-

residential customers than in serving residential and small non-residential 

customers.  MI asserts that this difference impacts the cost to serve various 

customer classes, and thus rate treatment for uncollectible expense and arrearages 

typically differs between customer type or service classification.  MI argues that 

large non-residential customers should not be forced to pay for any increased 

uncollectible expense associated with residential or small non-residential 

customers, nor should such customers be burdened by any increased uncollectible 

expense associated with large non-residential customers. 
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